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EXECUTIVE SUMMARY 


This report fulfills the 3-year congressional reporting requirement of Section 365(e) of the Energy Policy Act 
of 2005—Pilot Project to Improve Federal Permit Coordination. Section 365 of the Energy Policy Act of 2005 
(Act) established a Pilot Project with the intent of improving the efficiency and effectiveness of processing oil 
and gas use authorizations and environmental stewardship on federal lands. The Act established Pilot Project 
offices in seven Bureau of Land Management (BLM) field office locations: Miles City, Montana; Buffalo and 
Rawlins, Wyoming; Vernal, Utah; Glenwood Springs, Colorado; and Farmington and Carlsbad, New Mexico. 
This report outlines the results of the Pilot Project to date and makes recommendations concerning whether 
the Pilot Project should be continued or expanded throughout the United States. 


Section 365(g) of the Act directed the Secretary of the Interior to enter into a Memorandum of Understanding 
(MOU) with the United States Department of Agriculture (USDA), the Environmental Protection Agency 
(EPA), and the Department of the Army (DOA). The Act required that the MOU be signed within 90 days 
of enactment. The MOU, signed October 24, 2005, provided principles and goals for the partner agencies 
and established the roles, responsibilities, and authorities for each agency participating in the Pilot Project. 
The agencies within the Department of the Interior (DOI) are the BLM, United States Fish and Wildlife 
Service (USFWS), the Bureau of Indian Affairs (BIA), the Bureau of Reclamation (BOR), and the Minerals 
Management Service (MMS). Also included are the United States Army Corps of Engineers (USACE) in the 
DOA, the United States Forest Service (USFS) in the USDA, and the EPA. 


During the first 3 years, the Pilot Project achieved four key objectives: 


1. Improved interagency coordination to support more efficient and effective processing of federal oil and 
gas applications for permit to drill (APD)/master plans and rights-of-way (ROW) 


2. Improved reliability in providing Industry with the permits needed to develop new energy resources 
for the nation 


3. Improved environmental stewardship by mitigating resource impacts through enhanced resource 
monitoring, including inspection and enforcement of ongoing federal oil and gas exploration and 
development 


4. Developed a performance measure- 
ment approach that established a 
set of quantitative measures and 
qualitative indicators necessary to 
assess Section 365 Pilot Project 
performance. 


Highlights of the Pilot Project performance 
include— 


* Participating agencies identified a 
total of 232.5 full-time equivalents 
(FTE) of additional personnel as 
necessary to ensure the effective 
implementation of the Pilot Project. 
At the conclusion of year three of 


the Pilot Project, 205.5 FTEs were Utilities and flow lines are buried within this two track road to a CBNG well. Note 
hired (88 percent). Overall, 60 the lack of vehicle traffic due to the use of offsite production facilities and remote 
percent of the Pilot Project’s FTEs well monitoring via telemetry. Powder River Basin, northeastern Wyoming, BLM 


were established during year one, 22 Buffalo Pilot Project Office. 
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percent during year two, and 18 percent during year three. 


* There has been an overall decrease during the three years of the Pilot Project in the average time to 
complete USFWS Section 7 consultations under the Endangered Species Act (ESA). 


* The USACE has expedited Section 404 regulatory actions and improved timeliness for federal oil 
and gas projects by coordinating with the BLM Pilot Project offices, agencies, Industry, and private 
landowners to identify and implement process improvements. 


* The BLM and the State Historic Preservation Officers (SHPO) developed cooperative agreements that 
have evolved in some states to highly streamlined processes, benefiting the Pilot Project offices. 


* Average APD/master plan concurrence times have decreased on USFS, BIA, and BOR lands. 


* Average time for the BLM to process and approve complete APDs/master plans has increased from 35 
to 54 days (54 percent). Increased processing time was the result of factors outside Pilot Project office 
control; including litigation resolution, siting of wells in more complex topography, increased land use 
conflicts, and time necessary to complete NEPA documention (see page 18 of this report). 


* From Fiscal Year 2006 (FY06) to FY08, the Pilot Project offices reduced the number of pending APDs/ 
master plans by 10 percent from a high of 4,650 to 4,184. The Pilot Project offices have been consistent 
in decreasing the pending APDs/master plans by 8 percent between years one and two of the Pilot 
Project, and then by 2 percent between years two and three. 


- Average time for an operator to submit an administratively complete APD/master plan increased from 
123 to 191 days (55 percent) during the Pilot Project. Industry is experiencing considerable permitting 
and contractor staff turnover, resulting in much longer response times to provide complete APDs/ 
master plans to BLM. Pilot Project data have shown that 58 percent of APDs/master plans submitted 
were administratively deficient, with operator response times necessary to make the APD/master plan 
complete greater than 60 days. 


- Average time to complete the National Environmental Policy Act (NEPA) analyses for APDs/master 
plans/ROWs has decreased for four Pilot Project offices. Environmental Assessments (EA) and Section 
390 categorical exclusions (CX) were the types of NEPA analyses most frequently completed, with the 
number of CXs surpassing the number of EAs during FY07 and FY08. 


* The Pilot Project offices completed 12,984 federal compliance inspections during FY08, a 78-percent 
increase from FY05. One hundred fourteen percent of the BLM’s planned inspections were completed 
during FY08 compared with 99 percent in FY07 and 90 percent in FY06. 


* BLM and USFS federal lease environmental inspections increased from 3,298 to 7,440 (126 percent) 
as a direct result of additional Pilot Project field inspection and surface management personnel and as a 
result of an increased management focus on improving environmental stewardship and compliance. 


- Additional federal lease operation inspections by BLM and USFS Pilot Project personnel resulting 
from an increased management focus to improve environmental stewardship and compliance have 
led to better compliance by the Industry. A reduction of 8 percent in major technical violations has 
occurred during the Pilot Project. There has been a 21-percent overall decrease in major environmental 
violations. In FY06, BLM and USFS inspector field presence increased, owing to the hiring of Pilot 
Project staff, which resulted in the identification of environmental violations with subsequent corrective 
compliance action taken by Industry. 


Combined USFS and BLM well location inspection in the White River National Forest within the BLM Glenwood Springs 
Pilot Project Office area. 
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Congressional Recommendations 


1. Increase Section 365 funding to allow expansion of the Pilot Project’s concept. 


— Because current funding levels can support only the existing seven BLM Pilot Project offices, 
expansion of the federal permit coordination concept to other BLM offices will require additional 
funding resources. 

— In coordination with the Secretary of the Interior, increase the federal onshore oil and gas lease 
rental fee. Consider a rental rate schedule that escalates rental income the longer a nonproducing 
lease is held. 

— Support an Administration budget proposal to transition from the Section 365 funding source to 
funding from APD/master plan processing fees, with an increase in base funding and an increase in 
APD/master plan processing fees. 


2. Permanently establish and expand the federal permit coordination concept to other BLM oil and gas 
field offices using increased APD/master plan processing fees, as appropriate, while also providing the 
BLM with administrative flexibility to determine the location and extent of expansion. 


3. Authorize creation of a similar Pilot Project concept with dedicated funding to support BLM renewable 
energy workloads. 


4. Expand the Section 365 Pilot Project office concept to include BIA oil and gas operations with BLM 
trust management responsibilities supported by dedicated funding. 


5. Provide incentives to split estate surface owners to enhance federal oil and gas resource development. 


Department of the Interior Recommendations 


6. Initiate a business process reengineering project to adequately address similarities and dissimilarities 
in field processes to implement Bureau-wide improvements and efficiencies in the federal onshore oil 
and gas permitting process. 


7. Improve MMS’ ability to report and depict federal onshore well production and performance trends 
resulting from Pilot Project permit approvals. 


8. Recommend an Office of Personnel Management review of housing subsistence, transportation 
allowances, retention incentives, and salary schedules to address the high cost of living in energy boom- 
town areas where BLM Pilot Project offices are located. 


BLM/Agency Recommendations 


9. Initiate a business process reengineering project to implement Bureau-wide improvements and 
efficiencies in the federal onshore oil and gas permitting process. 


10. Update the BLM WO-850 Directorate Human Resources Study for Selected Oil and Gas and Pilot 
Offices completed in 2006. 


11. Expand BLM and state agency collaboration for permit streamlining and data sharing by applying 
additional resources through new, existing, or enhanced MOUs and assistance agreements (AA). 


12. Assess the environmental effectiveness of oil and gas permitting and reclamation best management 
practices (BMP). Determine environmental impacts/costs, geographic locations where they should 
be applied, and their effectiveness over time. Provide a means to help quantify and disseminate 
improvements in environmental stewardship. 


13. Update the BLM Fluid Minerals Supplement to the BLM Land Use Planning Handbook to include the 
recommendations from the Energy Policy Conservation Act studies (see http://www.blm.gov/wo/st/en/ 
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prog/energy/oil_and_gas/EPCA_III.html, Section 4 - Additional Federal Land Access Issues). 


14. Enhance public awareness and communication of federal onshore oil and gas operations, and provide 
additional outreach materials and resources to BLM state and field offices. 


15. Enhance the means to provide Pilot Project knowledge transfer and technology advances through 
expanded BLM workshops and forums, and through enhanced Internet services. 


16. Evaluate the regulatory impact of requiring the use of electronic flow measurement systems and remote 
production reporting systems for all federal onshore oil and gas lease operations. 


17. Use Pilot Project funding to initiate a fluid minerals information technology (IT) Automated Fluid 
Mineral Support System (AFMSS) lifecycle replacement project. 


18. Pilot an Internet-based oil and gas lease nomination and sale system. 


19. Collaborate with state, tribal, and federal partners to more effectively analyze and mitigate adverse 
impacts to air quality and to ensure protection of water resources. 


titi mae ae ee “ey 
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Sixteen wells were directionally drilled from this well pad, thereby eliminating the 
need to construct 16 seperate well pads and access roads. Glenwood Springs Pilot Office. 
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1 INTRODUCTION 


1.1 | Purpose of Report 


This report fulfills the 3-year congressional reporting requirement of Section 365(e) of the Energy Policy Act 
of 2005—Pilot Project to Improve Federal Permit Coordination. Section 365 of the Energy Policy Act of 2005 
(Act) established a Pilot Project with the intent of improving the efficiency and effectiveness of processing oil 
and gas use authorizations and environmental stewardship on federal lands (Appendix B). This report outlines 
the results of the Pilot Project to date and makes recommendations concerning whether the Pilot Project 
should be continued or expanded throughout the United States. 


The report has been structured as follows: 


e Executive Summary. 


¢ Chapter 1: Introduction—Purpose of report, Pilot Project background, overview of interagency 
MOU, Pilot Project objectives, and findings. 


¢ Chapter 2: Pilot Project Performance—Funding distribution to federal partners, establishment of 
Pilot Project staffing resources, increasing interagency coordination, improving business processes, 
improving responsiveness to stakeholders, improving financial accountability, and Pilot Project 
innovations. 


¢ Chapter 3: Pilot Project Recommendations—Congressional, DOI, and BLM/agency 
recommendations. 


¢ Appendix A: Pilot Project Office/Agency Overviews—High-level overviews of the Pilot Project 
offices and participating federal and state agencies, including a description of unique factors, oil, 
gas, and energy development outlook, challenges, Pilot Project staffing and performance facts, and 
successes. 


¢ Appendix B: Section 365 of the Energy Policy Act of 2005. 
¢ Appendix C: Pilot Project MOU to Improve Federal Permit Coordination. 
e Appendix D: Oil and Gas Development Process. 


1.2 | PILOT PROJECT BACKGROUND 


The Pilot Project was established with the intent of improving the efficiency and effectiveness of processing oil 
and gas use authorizations and environmental stewardship on federal lands. This effort was to be accomplished 
by the interagency collocation of the BLM, USFS, USFWS, BOR, BIA, USACE, EPA, and state government 
personnel in designated BLM field offices. The project established Pilot Project offices in seven BLM field 
offices: Miles City, Montana; Buffalo and Rawlins, Wyoming; Vernal, Utah; Glenwood Springs, Colorado; 
and Farmington and Carlsbad, New Mexico. Figure 1 shows the location of the seven Pilot Project offices, 
and Appendix A provides an overview of each Pilot Project office. 


Section 365(g) of the Act also established the Permit Processing Improvement Fund, an account of 
approximately $23 million annually, funded from federal onshore oil and gas lease rental payments. 


The business processes and procedures used by the BLM oil and gas program are outlined in this Report 
to Congress. These processes include land use planning, leasing, well and project permitting, interagency 
consultations, NEPA analyses, resource monitoring, inspection and enforcement, reclamation, abandonment, 
and lease termination (Appendix D). 


During the past 6 years, the BLM experienced a sharp increase in the demand for oil and natural gas drilling 
permits and ROWs. To meet this demand and to take federal regulatory oversight performance to the next level, 
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the participating agencies needed to further streamline and improve interagency coordination during the APD/ 
master plan permitting process while maintaining appropriate environmental review and mitigation. Further, 
there has been a critical need for additional resource monitoring, inspection, and enforcement personnel to 
address significant on the ground activity associated with oil and gas exploration and production operations. 


Figure 1. Location of the Section 365 Pilot Project offices 


Note: Dashed lines indicate Pilot Project office boundaries. 
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1.3) OVERVIEW OF INTERAGENCY MOU 


Section 365(g) of the Act directed the Secretary of the Interior to enter into a MOU with the USDA, the 
EPA, and the DOA with the intent to improve the efficiency of oil and gas use authorizations on federal land 
through a federal permit streamlining Pilot Project. The Act required that the MOU be signed within 90 days 
of enactment. The MOU, signed October 24, 2005, provides principles and goals for the partner agencies and 
establishes the roles, responsibilities, and authorities for each agency that will participate in the Pilot Project 
(Appendix C). The agencies within the DOI are the BLM, USFWS, BIA, BOR, and the MMS. Also included 
are the USACE in the DOA, USFS in the USDA, and the EPA. 


The participating agencies and parties agreed to several key principles for implementation of the Pilot 
Project: 


Focus on interagency coordination and cooperation in the processing of permits required to sustain oil 
and gas development on federal lands. 


Enhance coordination with state agencies with expertise and responsibilities related to oil and gas use 
authorizations. 


Improve understanding of respective agency roles and responsibilities through enhanced information 
sharing and use. 


Eliminate duplication between federal and state agencies to streamline and increase interagency 
efficiency. 


Enhance permitting consistency among BLM field offices and ensure greater certainty in meeting the 
processing time requirements that are essential for improved customer service. 


Promote responsible stewardship of both federal subsurface and surface resources. 

Maintain or enhance high standards of safety and environmental protection through an effective oil and 
gas inspection and enforcement program for operations on federal lands. 

Establish a reliable response to demands for oil and gas production on federal lands to support the 
nation’s increased need for energy resources. 


1.4| PILOT PROJECT OBJECTIVES 


The BLM and participating Pilot Project agencies have completed the third year of implementation for the 
Pilot Project. During the first 3 years, the Pilot Project has achieved four key objectives: 


i 


Improved interagency coordination to support more efficient and effective processing of federal oil and 
gas APDs/master plans and ROWs. 


Improved reliability in providing Industry with the permits needed to develop new energy resources 
for the nation. 


Improved environmental stewardship by mitigating resource impacts through enhanced resource 
monitoring, including inspection and enforcement of ongoing federal oil and gas exploration and 
development. 


Developed a performance measurement approach that established a set of quantitative measures and 
qualitative indicators necessary to assess Section 365 Pilot Project performance for the following four 
performance category areas: 


— Increase Interagency Coordination—Measure the effectiveness of coordination and cooperation 
among permit stakeholder agencies. 

— Improve Business Processes—Measure the functional performance of processes and underlying 
activities for granting federal oil and gas permits. 
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— Improve Stakeholder Responsiveness—Measure the functioning of employees and business 
processes by focusing on key stakeholders. 

— Improve Financial Accountability—Use budgetary resources effectively by ensuring targeted 
investments and promoting ownership of investments. 


1.5 | PILOT PROJECT FINDINGS 


1.5.1, Major Outcomes 
Performance assessment results indicate the following Pilot Project major outcomes: 


* Establishment of BLM Pilot Project offices provided opportunities for business process improvements 
that have resulted in— 


— Greater use of comprehensive drilling plans (i.e., master drilling plans, plans of development 
[POD]) and geographic area NEPA analysis strategies. 

— Application of standard operating practice agreements that identify practices that an operator will 
use for an oil and gas field. 

— Implementation of the use of Section 390 CXs where allowed by law. 

— Effective use of large area block surveys (e.g., wildlife and cultural) to streamline resource protection 
reviews and standardize necessary mitigation. 

— Partnering with state agencies in the preparation of joint environmental analysis. 

— Enhanced business process streamlining with state oil and gas commissions in the areas of field 
inspection and compliance, as well as collaborative development of electronic well permitting. 


* Allocation of additional interagency staff to the BLM Pilot Project offices has resulted in— 


— farlier and better coordination on energy-related projects that has minimized unanticipated 
permitting delays through improved communication. 

— Quicker resolution of misunderstandings between agency and Industry personnel. 

— Reduction in interagency consultation time by participation of interagency personnel on 
interdisciplinary teams. 

— Improved timeliness and completion of higher quality NEPA analyses documentation. 

— Greater use of programmatic agreements using BMPs . 

— Improved interagency training and outreach opportunities. 


* Placement of additional Pilot Project staff in the field has improved environmental stewardship 
through— 

— Increased use of pre-permit planning meetings with project proponents, allowing earlier identification 
of environmental concerns and operator proactive incorporation of mitigation measures into permits 
submissions. 

— Wider use of BMPs to reduce or avoid resource impacts. 

— Enhanced interagency monitoring, protection, and conservation of natural resources. 

— Reduction in major environmental violations by Industry through increased BLM and interagency 
field inspection presence and periodic outreach meetings. 

— Earlier identification of environmental issues leading to more timely and effective mitigation. 


* Enhanced communication with stakeholders has facilitated and improved working relationships by— 


— Involvement of the public, local communities, and governments through outreach meetings. 

— Sharing of information, issues, concerns, and BMPs through Industry, BLM, and interagency 
workshops and conferences. 

— Conducting on-the-ground informal tail-gate sessions by BLM and interagency personnel with 
Industry and contractors. 
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— Formation of collaborative working groups focused on resolving specific issues to meet local and/ 
or regional needs. 


Increased funding from the Pilot Project has allowed the BLM and the participating agencies to enhance 
resource monitoring and fully support NEPA adaptive management practices. 


1.5.2) Limiting Factors 


Pilot Project performance assessment results indicate the following factors have limited Pilot Project 
performance and could potentially limit future expansion into other BLM offices: 


Although interagency coordination, business processes, inspection and resource monitoring, and 
environmental stewardship have improved, other federal laws and regulations, including NEPA, 
constrain the Pilot Project’s ability to significantly reduce overall agency APD/master plan processing 
times. 


Industry has taken a longer time to submit administratively complete APD/master plans to comply 
with the requirements of Onshore Order No. 1. Operator submission of complete APD/master plan data 
comprises 75 percent of the overall APD/master plan approval time. 


Human resources regulations and policies are too restrictive, cumbersome, and inflexible regarding 
delegation of authority for personnel actions to the Pilot Project offices. 


Continuous human resources paperwork has become a considerable workload for Pilot Project offices, 
resulting in substantially less time for management to oversee day-to-day operations. 


Workforce planning has been inadequate to address the needs of some Pilot Project offices (1.e., strategic 
over-hiring of petroleum engineering technicians [PET] is needed to address reduced efficiency from 
high position turnover, continuous vacancies, and/or staffing uncertainties regarding long-term Pilot 
Project funding). 


In some cases, BLM state office field overtime policies have constrained Pilot Project offices in 
conducting field inspections necessary to meet the 24/7 nature of oil and gas operations. 


High permitting and inspection workloads have resulted in considerable job stress, burnout, transfers, 
and balance of life issues, including interrupted annual leave and working weekends and holidays. 


Industry expansion has produced a severe shortage of experienced personnel, resulting in Industry 
offers of premium salaries and benefits considerably above those provided by the Federal Government. 
As a result, a number of the Pilot Project offices are continually losing experienced and newly trained 
personnel to Industry. 


Local growth has significantly affected the cost of living and adequate housing in Pilot Project office 
communities, forcing newly recruited employees to either decline to report to their new positions or 
choose to locate to adjacent more affordable communities. This situation has been further exacerbated 
by the recent elimination of the DOI/BLM Relocation Services Program. 

IT has served a vital role in increasing Pilot Project office efficiency and effectiveness; however, BLM 


enterprise IT systems have severely lagged in effectively supporting BLM business processes. Therefore, 
the Pilot Project offices have had to independently develop and implement their own systems. 


Pilot Project access to oil and gas data management systems was restricted by litigation during the 
3-year Pilot Project period, which affected performance. 
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This section provides an overview of the Pilot Project performance, including funding distribution to federal 
partners (Section 2.1) and the establishment of staffing resources (Section 2.2) as required by the Act. 
Detailed Pilot Project performance for increasing interagency coordination, improving business processes 
and responsiveness to stakeholders, and improving financial accountability is provided in Sections 2.3 — 2.6. 
Sections 2.7 — 2.8 discuss other Pilot Project improvements and human resource insights. 


FUNDING DISTRIBUTION TO FEDERAL PARTNERS 


Under the provisions of Section 365 of the Act, the MMS is responsible for collecting, accounting, and 
transferring funds to the Permit Processing Improvement Fund. Section 365(g) of the Act provides for 
the transferring of 50 percent (all the federal share) of the onshore oil and gas rental income to the Permit 
Processing Improvement Fund. On November 1, 2005, the Treasury Account for the Permit Processing 
Improvement Fund was established for the Pilot Project offices. Based on anticipated resource requirements 
in the interagency MOU, the BLM allocated funding to the participating federal departments and agencies to 
support the Pilot Project. Table 1 shows the funding allocated to the participating federal agencies from the 
Permit Processing Improvement Fund during the first 3 years of the Pilot Project. 


Table 1. Distribution of Section 365 Pilot Project Funding by Participating Agency 


Department/ 
Agency 


U.S. Department of the Interior 


[six | s10o,000| os%| sroo000] 04% | so] oo%|  $200000| 0%] 
rs [ so] oom] so] oow[ so] oom[ so] 00% | 


U.S. Department of Agriculture 


USFS $885,000 $1,172,000 $1,160,000 $3,217,000 


U.S. Department of the Army 


TOTAL $20,300,000 | 100.0% | $22,927,000 | 100.0% | $22,705,000 | 100.0% | $65,932,000 | 100.0% 


Note: 
1. No additional Pilot Project funds were allocated in FY08. 
2. No additional Pilot Project funds were allocated in FY07 and FY08. 


FY06 Budget | FY07 Budget | FY08 Budget | Pilot Total 


2.2 ESTABLISHMENT OF STAFFING RESOURCES 


The Interagency MOU outlined the anticipated staffing needs for each participating agency. The participating 
agencies, including the BLM, USFWS, USFS, USACE, BOR, and BIA, identified a total of 232.5 FTE of 
additional personnel as necessary to ensure the effective implementation of the Pilot Project. At the conclusion 
of year three of the Pilot Project, 205.5 FTE were hired. Table 2 provides a staffing breakdown by participating 
agencies. 
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Government Agency FTE Percentage FTE Percentage 
Allocated Hired of Pilot’ 


a TE 
ian 
Lowe 
plow ion £2] 


[sor 


STATE 2 Se 08% 


56.3% 6.9% 
ink DE EERE TET 232.5 100.0% 
Notes: 


1. FTE Percentage of Pilot is the Number of FTE allocated by agency, divided by the total Pilot Project positions 
allocated for all agencies (232.5 FTE). 

2. BIA Pilot Project position hiring has been placed on hold by the BIA. 

3. The three EPA Pilot Project positions have been hired during FY09. 

4. The two State of Colorado Pilot Project positions have been placed on hold by the Colorado Division of Wildlife and the 
Colorado Oil and Gas Conservation Commission. Each agency has been allocated a single Pilot Project position. 

5. The one State of Utah Pilot Project position has been recruited during FYO9. This position is for the Utah SHPO. 

6. The four remaining State of Wyoming Pilot Project positions have been recruited during FY09. Three positions are for the 
Wyoming SHPO and one position is for the Wyoming Department of Environmental Quality. 


Glenwood Springs Pilot Project Office outreach meeting with local stakeholders. 
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Participating state agencies have experienced some difficulty in filling allocated Pilot Project positions because 
of the effort necessary to obtain administrative recruiting and hiring approvals, concern over continuity of 
Pilot Project funding, and lack of qualified job applicants. 


Figure 2 shows the Pilot Project staffing trend from FY06 to FY08. Initial staff hiring focused on APD/master 
plan/ROW permitting staff, inspection and enforcement (I&E) staff, and associated resource management 
staff. Of the initial 159.50 FTE allocated in FY06, 123.5 FTEs (77 percent) were hired by the end of the 
fiscal year. During the second year, the Pilot Project offices identified an additional 47.75 FTE, which were 
needed for I&E, surface management, and USFWS positions. At the end of FY07, 207.25 FTEs had been 
allocated, and 168.25 FTEs were hired (82 percent). During the third year, the Pilot Project offices identified 
an additional 25.25 FTE, which were needed for I&E, surface management, and USFWS positions. At the end 
of FY08, 232.50 FTEs had been allocated, and 205.50 FTEs were hired (88 percent). Overall, 60 percent of 
the Pilot Project’s FTEs were established during year one; 22 percent during year two; and 18 percent during 
year three. 


Figure 2. Pilot Project Staffing Trend for FY06—08 
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Total Pilot Staff by Month 


Notes: 

FY06 Total Federal and State Allocated Pilot Project Positions = 159.50. 
FY07 Total Federal and State Allocated Pilot Project Positions = 207.25. 
FY08 Total Federal and State Allocated Pilot Project Positions = 232.50. 
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2.3 | INCREASING INTERAGENCY COORDINATION 


2.3.1; Surface Management Agency Coordination 
Figure 3 depicts the average time to process complete APDs/master plans on USFS, BIA, and BOR lands. 


Average processing times have decreased from 177 to 35 days (-80 percent), 91 to 58 days (-36 percent), and 
71 to 29 days (-59 percent), respectively, for each of the agencies during the first 3 years of the Pilot Project. 


Figure 3. Pilot Project Complete APD/Master Plan Elapsed Processing Time for 
USFS, BIA, and BOR 
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Notes: 
Source—BLM Automated Fluid Minerals Support System (AFMSS). 


However, average time for an operator to submit administratively complete APDs/master plans on USFS, 
BIA, and BOR lands has increased during the Pilot Project. For the USFS, after the initial receipt of an APD, 
the time that it takes Industry to provide an administratively complete APD/master plan has increased from 
185 to 214 days (16 percent). For BIA, it has increased from 46 to 280 days (509 percent), and for BOR, it has 
increased from 30 to 45 days (50 percent). The increased time is due the Industry experiencing considerable 
permitting and contractor staff turnover, resulting in much longer response times to provide complete APDs/ 
master plans. In addition, the BLM’s newly revised Onshore Order Number 1, Approval of Operations, dated 
May 17, 2007, increased the requirements for a complete APD. 
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2.3.2, Endangered Species Act — Section 7 Consultation Coordination 


As illustrated by Figure 4, there has been an overall decrease during the 3 years of the Pilot Project in the 
average time to complete USFWS Section 7 consultations under the ESA. Formal consultations decreased by 
29 percent from 32 days to 23 days. Programmatic informal and formal consultations decreased from 15 to 2 
days (-85 percent) and 7 to 4 days (-41 percent), respectively. USFWS average time to complete programmatic 
NEPA consultations decreased from 73 days to 21 days (-71 percent). 


Figure 4. Pilot Project Average Elapsed Time to Complete USFWS Section 7 Consultations 
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Source — USFWS TAILS System. 
Oil and gas permit specific consultation data (pre-FY06) not available before Pilot Project. 


In addition to more efficient Section 7 consultation times, establishment of the USFWS Pilot Project staff has 
resulted in the following: 


* Formal consultations on 21 animal species and 20 plant species. 
* Development of conservation measures for 336 sensitive species. 


* Information sharing between Industry and agencies that has been instrumental in achieving effective 
working relationships, developing offsite mitigation, and initiating successful habitat enhancement 
projects. 


* Proactive partnering between the USFWS and Industry to develop Avian Protection Plans. 
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¢ Development of Candidate Conservation Agreements with mitigation by the USFWS, Industry, and 
private landowners that provide future assurance of compliance with Section 7 should the species of 
concern become listed (six agreements completed). 


¢ Development of regional sage-grouse conservation plans to promote BMPs to lessen impacts from oil 
and gas development. 


Field biologist conducting wildlife monitoring of a sage-grouse population 
for the BLM Buffalo Pilot Project Office. 


2.3.3} Clean Water Act—Section 404 Permit Coordination 


The USACE Section 404 permitting process under the Clean Water Act (CWA) is fully independent of the 
BLM’s federal oil and gas regulatory role. While interagency coordination has streamlined the process, there 
is little opportunity to delegate decision-making authority to single individuals or other agencies. 


USACE has expedited Section 404 regulatory actions and improved timeliness for federal oil and gas projects 
by coordinating with the BLM Pilot Project offices, agencies, Industry, and private landowners to identify and 
implement process improvements. 


Pilot Project funding has allowed the USACE to conduct substantially more BLM Pilot Project office and 
project area site visits. This has increased awareness of Section 404 regulatory requirements among BLM and 
Industry personnel and is improving compliance with USACE permit terms and conditions. As illustrated by 
Figure 5, enhanced environmental stewardship is occurring because Industry is physically avoiding wetlands 
and other aquatic resources, reducing the number of required Section 404 regulatory actions and NEPA 
analyses conducted. 
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Figure 5. USACE Total Regulatory Actions for All Pilot Project Offices 


2 1,400 me — teen Gr : 
an 
o 
< 
to 1,200 = - ro — 
® 
& 
@ 
# 1,000 ee . - 
o 
2 
a 
a a eS 4) a ae 
3 800 “722 744 
= 
© 600 —— sat 
B Pilot 
= Project 
° 400 Base — —— - — 
o 
2 
E 
5 200 - ae — 
ot a4 38 
0 see ~~~ 4 —— ——— 
FYO5 FY06 FYO7 FY08 
O USACE Regulatory Actions m@ USACE NEPA Analyses Conducted 
Notes: ig | “pune ya ae < a Ts 


Source—OMBIL Regulatory Module 2. 


Scheduled meetings with the BLM Pilot Project offices and agencies have fostered working relationships 
among agency individuals that would otherwise occur through collocation of USACE staff in the BLM 
Pilot Project offices. Establishment of USACE single points of contact has enhanced communication with 
BLM staff, Industry, and property owners by providing a higher level of consistency and confidence among 
interested parties. 


2.3.4) National Historic Preservation Act—Section 106 Coordination 


The National Historic Preservation Act (NHPA) authorizes each state to establish a SHPO. Section 106 of 
the NHPA requires all federal agencies to consult with the SHPO when historic properties on federal lands 
are in danger of being adversely affected. Section 106 mandates all federal agencies to locate, inventory, 
and nominate historic properties to the National Historic Register. With this legislative mandate, the BLM 
consults with the SHPO when surface disturbance from oil and gas development has the potential of adversely 
impacting cultural resources. This has resulted in the BLM and SHPOs developing cooperative agreements that 
have evolved in some states to highly streamlined processes, benefiting the associated Pilot Project offices. 
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Pilot Project funding has resulted in the following improvements to Section 106 interagency coordination: 


The Miles City Pilot Project Office has prepared a Cultural Landscape Overview (Class I survey) 
document and associated maps to improve the efficiency of BLM cultural reviews conducted during 
the APD/master plan process. 


Using Pilot Project funding, the Miles City Pilot Project Office, Montana SHPO, University of Montana, 
and the Montana State Library are developing a cultural site and survey database within a geographic 
information system (GIS) to assist in identifying cultural information for surface disturbing permit 
actions. 


The Vernal Pilot Project Office and Utah SHPO has established a collocated archeologist position 
through an AA. 


The Glenwood Pilot Project Office developed a cultural GIS database supporting cultural inventory 
and NEPA reviews. Cultural information from this database can be disseminated to agency partners and 
cultural contractors in a variety of formats such as database or GIS files. 


The BLM Wyoming State Office completed an AA with the Wyoming SHPO for three archeologist 
positions to support increased oil and gas project cultural survey data capture workloads and backlog 
reduction for the Buffalo and Rawlins Pilot Project offices. These positions are under recruitment. 


The Rawlins Pilot Project Office, Wyoming SHPO, Industry, and other stakeholders have collaborated 
to develop a programmatic agreement to address oil and gas development impacts on the interpretive 
setting along the historic Overland Trail. 


The Carlsbad Pilot Project Office conducted the Pierce Canyon Project Cultural Block Survey on 10 
square miles near Carlsbad. The large block survey inventoried cultural sites, specifying sites needing 
protection and sites requiring further investigation. Under the project MOU, new APDs/master plans in 
the survey area will no longer require cultural surveys, thereby saving considerable time and expense. 


Natural gas compressor station near a high-value residential area, designed to look like a local barn 
so that it fits the local cultural landscape setting. 
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2.4| IMPROVING BUSINESS PROCESSES 


2.4.1; Improve Permit Processing—Overall 


Figure 6 shows that from FY06 to FY08, the Pilot Project offices processed approximately 71 percent of all 
BLM APDs/master plans. 


Figure 6. Total APDs Processed — Pilot Project and Nonpilot Project Offices 
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Source—BLM AFMSS. 
1. Pilot Project APDs/master plans includes percentage of Bureau Total APDs/master plans. 
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As depicted by Figure 7, the number of APDs/master plans received from Industry decreased from 6,163 to 
5,177 (-16 percent) from FY05 to FY08. From the end of year one of the Pilot Project to the end of FY08, this 
decrease was 35 percent (7,990 to 5,177). 


Figure 7. Total Number APDs/Master Plans Received, Processed, and Approved for All Pilot 
Project Offices 
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Source—BLM AFMSS. 


The overall decrease in the number of APDs/master plans received after the first year of the Pilot Project was 
influenced by a variety of factors: 


¢ Lack of available pipeline transportation capacity for new production; Industry is reluctant to drill wells 
that cannot produce and generate income. 


¢ Lower oil and gas commodity prices during FY07, which partially rebounded in FY08. 

* Delays in Industry capital expenditures resulting from ongoing company mergers and acquisitions. 
¢ Short- and long-term availability constraints for well drilling and service industry equipment. 

¢ Previously approved (FY05 - FY06) APDs/master plans, through which wells could be drilled. 

* Protracted land use plan litigation. 


¢ Pending approval of BLM land use plans and subsequent oil and gas project environmental impact 
statements (EIS). 
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The number of APDs/master plans processed decreased from 5,590 to 5,408 (-3 percent) from FY05 to FY08. 
From the end of year one of the Pilot Project to the end of FY08, this decrease was 16 percent (6,468 to 


5,408). 


From FY06 to FY08, the Pilot Project offices reduced the number of pending APDs/master plans by 10 
percent from a high of 4,650 to 4,184. The Pilot Project offices consistently decreased the pending APDs/ 
master plans by 8 percent between years one and two of the Pilot Project, and then by 2 percent between years 


two and three. 


2.4.2; Improve Permit Processing—Timeliness 


Average time for an operator to submit an administratively complete APD/master plan increased from 123 to 
191 days (55 percent) during the Pilot Project (Figure 8). Industry is experiencing considerable permitting and 
contractor staff turnover, resulting in much longer response times to provide complete APDs/master plans. 
The BLM’s newly revised Onshore Order Number 1, Approval of Operations, dated May 17, 2007, increased 
the requirements for a complete APD. 


Data from the BLM’s AFMSS have shown that 58 percent of Pilot Project APDs/master plans submitted were 
administratively deficient with operator response times necessary to make the APD/master plan complete 
greater than 60 days. Operator corrective response time generally exceeded 70 percent of the overall average 
APD/master plan approval time. 
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APD tracking, processing, and NEPA analysis system developed by the BLM Carlsbad Pilot Project Office. 
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Figure 8. Average Elapsed Time from Receipt of APD/Master Plan to a Complete APD/Master 
Plan for All Pilot Project Offices 
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Notes: 

Source—BLM AFMSS. 

1. Pilot Project Offices—MCFO = Miles City Pilot Project Office, BFO = Buffalo Pilot Project Office, RFO = Rawlins Pilot Project 
Office, VFO = Vernal Pilot Project Office, GSFO = Glenwood Springs Pilot Project Office, FFO = Farmington Pilot Project 
Office, and CFO = Carlsbad Pilot Project Office. 

2. In FY08, Miles City’s average elapse time from receipt to complete APDs/master plans increased as a result of the U.S. 
Court of Appeals for the Ninth Circuit lifting a 2005 temporary injunction that previously prevented Miles City from 
approving CBNG APDs/master plans and completion of the Supplemental EIS. In October 2007, the injunction was 
removed, allowing Miles City to proceed with the processing and approval of pending CBNG APDs/master plans in 
accordance with the 2005 U.S. District Court Order until the completion of the Supplemental EIS. Anumber of APDs/ 
master plans had been received in FY05 and FY06, requiring additional deficiency correction to be considered complete 
due to new resource information and requirements in the Supplemental EIS. 
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As illustrated by the following figure (on page 19), average time for the BLM to process and approve complete 
APDs/master plans has increased from 35 to 54 days (54 percent). For each of the seven Pilot Project offices, 
the average processing time for a complete APD/master plan during the Pilot Project has changed for the 
following reasons: 


* Miles City processing time increased from 31 to 80 days (158 percent). In FY08, Miles City’s 
average APD/master plan processing time increased as a result of the U.S. Court of Appeals for the 
Ninth Circuit lifting a 2005 temporary injunction that previously prevented Miles City from approving 
CBNG APDs/master plans. The time increase demonstrates a comparison of FY06 and FY07 single 
APD processing workload versus FY08 combined single APD and CBNG master plan processing 
time. Additionally, the increase in time is a result of Miles City considering management options and 
strategies regarding sage-grouse habitat requirements. 


¢ Buffalo processing time increased from 2 to 3 days. Once the Buffalo Pilot Project Office receives 
complete CBNG APD/master plan information from Industry, Buffalo approves the master plan within 
1 to 3 days. The Buffalo Pilot Project Office works very closely with Industry after the initial receipt 
of the CBNG master plan submission to complete the approval through considerable fieldwork and 
environmental review which takes more time to finalize a complete master plan (see prior Figure 8). In 
addition, Buffalo has been able to use the categorical exclusion provisions of Section 390 of the Act. 


¢ Rawlins processing time decreased from 89 to 62 days (-30 percent). A number of large oil and gas 
well project EAs/EISs are under development that have substantially affected the Rawlins Pilot Project 
Office with protracted overall APD/master plan approval times because these EIS APDs/master plans 
were land use plan constrained. In FY08, a major CBNG well project EIS was completed that allowed 
Rawlins to approve a large number of APDs/master plans, thereby reducing the office’s processing 
time. 


¢ Glenwood Springs processing time increased from 12 to 26 days (117 percent). In the past, Industry 
had received permits for readily accessible well locations but are now locating new wells in more 
complex topography requiring increased pre-NEPA field work, interagency coordination, and local 
stakeholder outreach as part of the permitting processes. 


¢ Vernal processing time increased from 91 to 165 days (181 percent). A number of large oil and 
gas well project EAs/EISs are under development that have substantially affected the Vernal Pilot 
Project Office with protracted overall APD/master plan approval times because the EIS APDs/master 
plans were land use plan constrained. However, administrative reviews and recent litigation, including 
litigation regarding the use of CXs, have further constrained the ability to process and approve APDs/ 
master plans in a timely manner. 


¢ Farmington processing time decreased from 84 to 25 days (-70 percent). The number of APDs 
received from Industry has dropped by 57 percent from FY06 to FY08. High well density drilling in 
the Fruitland Coal formation resulted in higher APD submittals during FY06 and FY07. By FY08, 
the fruitland coal well drilling decreased, resulting in lower APD submittals. This has allowed the 
Farmington Pilot Project Office to process APDs in a timelier fashion. In addition, Farmington has been 
able to use the categorical exclusion provisions of Section 390 of the Act. 

* Carlsbad processing time increased from 36 to 49 days (36 percent). The Carlsbad Pilot Project 
office APD processing time has increased as a result of APD approval delays for wells within the 
Secretarial Order Area for Potash. This additional time is required to approve APDs for wells planned 
in the immediate area of ongoing potash mining operations. 
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Figure 9. Average Elapsed Processing Time from Completed APD/Master Plan to Approval for 
All Pilot Project Offices 
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Source—BLM AFMSS. 

1. Pilot Project Offices—MCFO = Miles City Pilot Project Office, BFO = Buffalo Pilot Project Office, RFO = Rawlins Pilot Project 
Office, VFO = Vernal Pilot Project Office, GSFO = Glenwood Springs Pilot Project Office, FFO = Farmington Pilot Project 
Office, and CFO = Carlsbad Pilot Project Office. 

2. The Buffalo Pilot Project Office works closely with Industry to finalize multi-well APD/master plans through considerable field 
work and environmental review after initial plan receipt. Figure 8 depicts the time required for the Buffalo Pilot Project 
Office and Industry to finalize a complete multi-well APD/master plan, which is then approved within 2 to 3 days as 
depicted by Figure 9. 
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Pilot offices have recognized the critical need to initiate oil and gas facility planning as early as possible with 
Industry, even before a permit is submitted to BLM. Consequently, the Pilot Project offices are— 


* Working up to a year in advance of permit submissions with Industry through early coordination with 
Pilot Project office IDTs. 


* Increasing the number and type of team members who conduct pre-permit onsite visits, to identify 
resource protection requirements. 


* Developing operator permit submission guidelines to help make more complete, higher quality permit 
submissions. 


* Conducting weekly NEPA review meetings and operator initial meetings, to ensure ongoing progress. 


Figure 10 reflects the increase in Pilot Project office pre-permit meetings with Industry. From FY06 to FY08, 
the number of meetings increased from 270 to 410 (52 percent). Although Industry is taking more time to 
provide complete APD/master plan data, information being submitted is generally of higher quality. 


Figure 10. Number of Meetings for Pre-permit Planning Support for Proposed Projects for All 
Pilot Project Offices 
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Source—BLM manually tracked data. 

1. Pilot Project Offices—MCFO = Miles City Pilot Project Office, BFO = Buifalo Pilot Project Office, RFO = Rawlins Pilot Project 
Office, VFO = Vernal Pilot Project Office, GSFO = Glenwood Springs Pilot Project Office, FFO = Farmington Pilot Project 
Office, and CFO = Carlsbad Pilot Project Office. 
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Increased pre-permit planning with Industry eliminates confusion during the permitting process and educates 
both Industry and BLM regarding coordination expectations, regulatory requirements, and revisions to those 
requirements. 


Figure 11 shows ROWs processed by the Pilot Project offices peaking at 2,591 in FY07. During FY06 to 
FY07, the Pilot Project offices exceeded annual work plan targets by the percentages shown. 


Figure 11. Total ROWs Processed for All Pilot piece Offices a ad VS. anunioed 
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Figure 12 depicts the total number of sundry notices processed, showing a 65 percent increase from FY05-08 
of the Pilot Project, peaking at 35,375 permit/report approvals for FY08. 


It is very important to note that in some Pilot Project offices, the labor required to support processing of sundry 
notices can approximate the same level of effort to process and approve APDs/master plan permits. Over the 
3-year period of the Pilot Project, for every APD/master plan approved, the BLM Pilot Project offices have 
processed an average of six sundry notice permits/subsequent reports. Many sundry notice permit approvals 
require associated field inspections (e.g., surface disturbance activities, well repair, recompletion, plug-back, 
plugging, and abandonment). 


Figure 12. Total Sundry Notices Processed for All Pilot Project Offices (Target vs. Actual) 
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Average time to complete the NEPA analyses for APDs/master plans/ROWs has decreased for four Pilot 
Project offices (Figure 13). 


Figure 13. Average Number of Days to Complete NEPA Analyses for 
APDs/Master Plans/ROWs for All Pilot Project Offices 
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Notes: 

Source—BLM NEPA logs, automated and manually tracked data 

Data was only available for FY08 for the Rawlins Pilot Project Office, and no data was available for the Vernal Pilot Project 
Office. As a result of the unavailable data, the Pilot Project average number of days to complete NEPA analyses for all 
Pilot Project offices was not calculated. Data is only provided for those Pilot Project offices shown above. 

1. Pilot Project Offices—MCFO = Miles City Pilot Project Office, BFO = Buffalo Pilot Project Office, GSFO = Glenwood Springs 
Pilot Project Office, FFO = Farmington Pilot Project Office, and CFO = Carlsbad Pilot Project Office. 

2. For the Rawlins and Vernal Pilot Project offices, average elapsed processing time from complete to approved APDs/master 
plans were used. Specific NEPA analysis time data was not complete for these two Pilot Project offices. 


The average NEPA analysis processing time during the Pilot Project has significantly changed for the following 
offices for the following reasons: 


* Buffalo processing time increased from 96 to 125 days (30 percent). For Buffalo, average NEPA analysis 
completion time has increased as a result of CBNG development advancing westward across the Powder 
River Basin into much rougher topography with erosive soils, and into areas with greater numbers of 
sensitive and ESA species’ habitat, which requires additional NEPA analyses time to address. 


¢ Rawlins processing time decreased from 89 to 62 days (-30 percent). A number of large oil and gas 
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well project EAs/EISs are under development that have substantially affected the Rawlins Pilot Project 
Office with protracted times. In FY08, a major CBNG well project EIS was completed allowing Rawlins 
to complete a number of APD/master plan NEPA analyses that had increased processing times. 


* Vernal processing time increased from 91 to 165 days (181 percent). Administrative reviews and recent 
litigation, including litigation regarding the use of CXs, have constrained the Vernal Pilot Project 
office’s ability to complete NEPA analyses in a timely manner. 


* Glenwood Springs processing time decreased from 63 to 31 days (-51 percent). The Glenwood Springs 
Pilot Project Office has increased the time spent on pre-NEPA field work, interagency coordination, and 
local stakeholder outreach as part of the permitting processes, resulting in decreased times. 


* Farmington processing time decreased from 206 to 155 days (-25 percent). The APD/master plan 
workload decreased from FY06 to FY08 because Industry submitted fewer APDs/master plans in 
Farmington. Farmington then focused on timely completion of NEPA analyses. In addition, an RMP 
adequacy review precluded the use of Section 390 categorical exclusion type 3 during FY08. 


As shown in Figure 14, EAs and Section 390 CXs were the types of NEPA analyses most frequently completed, 
with the number of CXs surpassing the number of EAs during FY07 and FY08. 


Figure 14. Total NEPA Analyses Completed by NEPA Analysis Type for All Pilot Project Offices 
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1. NEPA Analyses Types — EIS = Environmental Impact Statement, EA = Environmental Assessment, CX = Categorical 
Exclusion, AD = Administrative Determination, and DNA = Determination of NEPA Adequacy. 
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2.5 | IMPROVING RESPONSIVENESS TO STAKEHOLDERS 


2.5.1; Enhancing Inspection and Enforcement 


The Pilot Project offices completed 12,984 total federal compliance inspections during FY08, a 78-percent 
increase from FY05 (Figure 15). One hundred fourteen percent of the BLM’s planned inspections were 
completed during FY08, compared with 104 percent in FY07 and 92 percent in FY06. 


Figure 15. Total Federal Inspections for All Pilot Project Offices (Target vs. Actual) 
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Figure 16 illustrates the total number of federal inspections completed by inspection type during the 3 years 
of the Pilot Project. The number of individual types of inspections varied for the following reasons: 


¢ Drilling inspections decreased from 1,936 to 1,764 (-9 percent). This decrease resulted from slightly 
lower drilling activity during FY07 and FY08. 


¢ Production inspections decreased from 2,554 to 2,001 (-22 percent). A significant number of in-fill 
wells have been drilled on existing producing leases. As a result of additional well and production 
infrastructure construction on these leases, federal production inspections have increased in complexity 
and the time necessary to complete them. 
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- BLM and USFS environmental inspections increased from 3,298 to 7,440 (126 percent) as a direct 
result of additional Pilot Project field inspection and surface management personnel in the field and 
from an increased management focus on improving environmental stewardship and compliance. 

* Other inspection types (well abandonment, undesirable events, etc.) increased from 1,020 to 1,779 (74 
percent) as a direct result of additional Pilot Project personnel placed in the field. 


Figure 16. Total Federal Inspections Completed by Inspection Type for All Pilot Project Offices 
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BLM |&E staff participating in testing the accuracy 

of a tank battery meter used to measure the volume 

of oil transferred (or sold) via oil transport trucks. 

Permian Basin of southeastern New Mexico, 
BLM Carlsbad Pilot Project Office. 
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2.5.2} Improving Industry Compliance 


Additional inspections by Pilot Project personnel, resulting from an increased management focus to improve 
environmental stewardship and compliance, have led to better compliance by the Industry. A reduction of 8 
percent in major technical violations (Figure 17) has occurred over the first three years of the Pilot Project. 
The BLM’s early identification of and intervention in emerging violation situations in the field and ongoing 
inspection and enforcement outreach efforts have contributed to the decrease in major violations. 


Substantial inspection and enforcement accomplishments are the result of greater emphasis on conducting 
environmental inspections. From FY06 to FY08, there has been a 21-percent overall decrease in major 
environmental violations. In FY06, inspector field presence increased, owing to the hiring of Pilot Project 
staff, resulting in the identification of environmental violations with subsequent corrective compliance action 
taken by Industry. 


Figure 17. Total Enforcement Actions (Technical and Environmental) 
for All Pilot Project Offices 
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As illustrated by Figure 18, the BLM has increased the number of outreach meetings from 101 to 177 events 
per year (175=percent increase) during the Pilot Project. By providing technical and environmental violations 
examples and insights to Industry, the BLM has increased awareness of potential violation situations. This has 
resulted in improved Industry technical and environmental compliance. 


Figure 18. Number of Pilot Project Office Outreach Meetings Conducted 
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Source—BLM manually tracked data 

1. No data were available for the Vernal Pilot Project Offices for FY06. 

2. Pilot Project Offices—MCFO = Miles City Pilot Project Office, BFO = Buffalo Pilot Project Office, RFO = Rawlins Pilot Project 
Office, VFO = Vernal Pilot Project Office, GSFO = Glenwood Springs Pilot Project Office, FFO = Farmington Pilot Project 
Office, and CFO = Carlsbad Pilot Project Office. 
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The total number of Pilot Project office decision appeals (e.g., State Director reviews, Interior Board of Land 
Appeals decisions, and federal court actions) and Freedom of Information Act requests are shown in Figure 
19. Over the past 3 years, the Pilot Project offices have been affected by the additional workload to provide 
time-sensitive support for decision appeal actions or information requests. 


Figure 19. Total Decision Appeals and Freedom of Information Act Requests for All Pilot 
Project Offices 
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All four tanks and associated colors are visual 
simulations. Simulations can be used in 
environmental documentation, public meetings, 
and discussions with the operator to better 
portray the proposal. 


Compressors are used in the field to enhance gas production. 
Compressor noise however, can have a negative impact on quality 
of life for nearby residents, recreational users, and wildlife. As gas 
fields mature, the compression requirements will increase. Gas 
compressor noise suppression equipment used in the San Juan 
Basin, New Mexico, BLM Farmington Pilot Project Office. 


TAMER Via ; 
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operation personnel site visits to only when problems are 
evident and have been transmitted by radio signals. This 
equipment greatly minimizes truck traffic. San Juan Basin, 
New Mexico, BLM Farmington Pilot Project Office. 


Centralized produced water disposal facilities have 
been collocated with produced water gathering 
systems, reducing truck traffic to specific areas in the 
field. San Juan Basin, New Mexico, BLM Farmington 
Pilot Project Office. 
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2.6 | IMPROVING FINANCIAL ACCOUNTABILITY 


2.6.1; Pilot Project Funding Expenditures 


Section 365 Pilot Project fund expenditures (FY06 to FY08) by BLM Pilot Project offices and other 
administrative offices are illustrated by Figure 20. More than 90 percent of the Pilot Project funds have been 
expended directly by the Pilot Project offices. The remaining expenditures supported the following: 


¢ Pilot Project staff training support provided by the BLM National Training Center (NTC). 
¢ Oil and gas information system support managed by the BLM Washington Office. 
¢ Pilot Project performance assessment contract managed by the BLM Washington Office. 


¢ Pilot Project workshops every 2 years for participating agencies and BLM Pilot Project offices sponsored 
by the BLM Washington Office. 


¢ Funding for special studies and activities supporting the objectives of the Section 365 Pilot Project 
administered by the BLM Washington Office. 


Figure 20. Pilot Project Funding Expenditures (FY06 to FY08) for All Pilot Project Offices, 
BLM National Training Center, and the BLM Washington Office 
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Source—BLM Financial Budget Management System (FBMS). 
Expenditures shown above are only for BLM Pilot Project expenditures. 
NTC = BLM National Training Center 

WO = BLM Washington Office, Energy Policy Implementation 


August 28, 2009 Energy Policy Act of 2005—Section 365 Pilot Project 3] 


Year Three Report 


Section 365 Pilot Project fund expenditures (FY06 to FY08) by BLM oil and gas program activity are 
illustrated by Figure 21. More than 86 percent (approximately $45,586,161) of the Pilot Project funds have 
been directly expended to support the following program activities: 


* Processing of APDs/master plans 

* Processing of ROWs 

¢ Processing of Sundry Notices 

* Conducting inspection and enforcement activities. 
¢ Other: 


— Pilot Project participating state agency personnel FTE funding through AAs. 
— Pilot Project staff training through the BLM NTC 
— Special studies and activities supporting the objectives of the Section 365 Pilot Project 


Figure 21. Total Pilot Project Funding Expenditures (FY06 to FY08) by BLM Budget Program 
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Notes: 
Source—BLM Financial Budget Management System (FBMS). 


The remaining balance (14 percent or approximately $7,187,739) of Pilot Project funds have been expended 
for other supporting program activities, specifically project funding, including— 


* Management oversight and performance assessments 
* Human resource program support and recruitment. 

* Pilot Project office facilities 

¢ Field equipment, including vehicles and computers 
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2.7 | OTHER PILOT PROJECT PROCESS IMPROVEMENTS 


The Pilot Project offices achieved additional process improvements in the following areas: 


Bureau-level Pilot Project recruitment—To expedite the hiring of Pilot Project staff members, the 
BLM used more efficient strategies to meet recruiting and training objectives. Bureau-wide recruitment 
for natural resource specialist positions and petroleum engineering technicians allowed selection boards 
to review nationwide lists of applicants and determine which Pilot Project office could best use the 
candidates. This process was an effective and time-efficient tool to provide new staff members in the 
first year of the Pilot Project. However, this recruitment effort became less beneficial during year two 
because the vast majority of the qualified applicants on these nationwide lists had already been hired. 


The Pilot Project offices have effectively used relocation and retention bonuses to hire and maintain 
qualified personnel. In areas where the Industry job market provides higher salaries, these bonuses are 
not always effective. To optimize training and certification of new hires, Pilot Project offices developed 
training schedules with the BLM’s NTC to provide priority training specifically for the Pilot Project 
office staffs. 


Pre-permit Planning Support for Industry—Pilot offices have recognized the critical need to initiate 
oil and gas facility planning as early as possible with Industry, even before a permit is submitted to 
BLM. Consequently, the Pilot Project offices are— 


Working up to a year in advance of permit submissions with Industry through early coordination 
with Pilot Project office IDTs. 

— Increasing the number and type of team members who conduct pre-permit onsite visits, to identify 
resource protection requirements. 

— Developing operator permit submission guidelines to help make more complete, higher quality 
permit submissions. 

— Conducting weekly NEPA review meetings and operator initial meetings, to ensure ongoing 
progress. 


Comprehensive permit processing strategies—Pilot Project offices are working with local oil and gas 
operators and other federal and state surface management agencies to fully use comprehensive drilling 
plan and geographic area NEPA analysis strategies. This effort has resulted in greater numbers of APD/ 
master plan approvals and better resource management by the BLM and other surface management 
entities. Pilot Project offices and Industry are leveraging the following types of permit/project processing 
Strategies: 


— Interdisciplinary Teams (IDT) allow early opportunities for all stakeholders concerned with 
activities on BLM-managed lands to provide input to the BLM and/or USFS NEPA processes for 
new oil and gas projects. An IDT is composed of personnel from BLM, participating agencies, 
county representatives, the project proponent, and the proponent’s third-party NEPA contractor. 
The open forum provided by IDTs allows early resolution of issues, lessening NEPA comments, 
project deterrents, and potential administrative reviews. 

— PODs are multiple APD/master plan packages that include a master plan addressing two or more 
APDs that share a common 8-Point Drilling Program, 13-Point Surface Use Program, and plans 
for future production prepared for a planned cluster of wells and facilities. Industry presents its 
proposals in advance of an official submittal, allowing an opportunity to discuss project impacts 
before conducting actual onsite field inspections. This procedure improves well and infrastructure 
placement in sensitive areas, reduces the number of permit deficiencies, and increases the BLM’s 
permit processing efficiency. 

— Geographic Area Plans (GAP) provide comprehensive development planning for a proposed or 
defined oil and gas field or other limited geographic area within a field. GAPs are used to evaluate 
proposed actions, environmental consequences, and mitigation measures for large, multiyear 
developments. The GAP process can achieve compliance with NEPA through a single project 
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approval process, eliminating the need for additional NEPA documentation during subsequent 
permitting actions. Industry and the BLM work together to establish a development strategy that 
meets the BLM’s environmental management needs and the company’s economic needs. 

— Standard Operating Practice Agreements are written agreements between the BLM and one or 
more oil and gas operators that identify practices that the operator(s) will use in conducting permitted 
drilling and production operations for an entire oil and gas field or for a geologic formation. These 
agreements may include practices necessary for managing production activities, including disposal 
of produced water, venting, flaring, tank batteries, pipelines, and compressor sites. 

— Section 390 CXs were established by Section 390 of the Energy Policy Act of 2005 and are used 
to comply with NEPA for five categories of oil and gas exploration and development activities on 
federal oil and gas leases. 

— Large Areal Extent Block Surveys for cultural and wildlife resources have been effectively used to 
streamline resource protection reviews performed during oil and gas permitting. Cultural resource 
block surveys determine sites needing protection or future inventory and aid in the collection of 
site data. Once a block survey is complete, future APDs/master plans/ROWs within the survey 
boundary do not require additional cultural or wildlife resource surveys. 


¢ Contract services—In several Pilot Project offices, the use of contract services, including support for 
environmental services and documentation, resource inventories, assessment of operator compliance, 
IT support, and other administrative functions, has resulted in improved permitting and compliance 
processing. The Pilot Project offices agree that continued or expanded use of contractor support 
services is an important tool to allow the BLM to meet increased workloads. Contract personnel have 
no delegated authority from the BLM to render decisions on Industry proposals; they provide their 
analyses or findings to the authorized BLM officers for subsequent action. 


¢ IT—The Pilot Project offices have employed various IT tools to support more efficient permit workload 
and status tracking, greater automation of major business processes, increased use of GIS capabilities 
and data, establishment of improved field mobile computing, and finally, the direct use of or system 
interfacing to state government Internet database systems. 


¢ State Oil and Gas Commissions—AIl Pilot Project offices have developed close working relationships 
with the state oil and gas commissions and other state agencies, including state departments of 
environmental quality (DEQ) and game and fish agencies. MOUs have been developed to support 
electronic permitting and data sharing among Industry, the BLM, and the state agencies. Work has been 
completed under the auspices of the American Petroleum Institute for electronic well permit/report 
data exchange standards for use among the Industry, state commissions, and the BLM. In addition, 
MOUs have been developed for preparing joint environmental analyses and to facilitate consultation 
and coordination between federal and state agencies. 


¢ Interagency Pilot Project Workshops—Pilot Project Workshops were held in Denver, Colorado, 
in November 2006 and Albuquerque, New Mexico, in May 2008. Personnel from all seven BLM 
Pilot Project offices and participating agencies attended. The workshops were designed to share 
successes and lessons learned, foster communications among offices, develop relationships, and create 
interagency dialog. Presentations provided an overview of Pilot Project offices’ accomplishments, with 
open question-and-answer sessions between the various agencies and staff. Two listening sessions were 
held for the public in Denver to express their views and concerns about the permitting process and 
establishment of the Pilot Project offices. Workshop information containing presentations, notes, and 
summary information was disseminated via the BLM intranet. 
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2.8 | HUMAN RESOURCE CONSIDERATIONS 


2.8.1; Lessons Learned 


Looking back on the first 3 years of the Pilot Project, the Pilot Project offices and agencies have developed the 
following human resource program lessons learned and next-step actions. 


Human Resource Program Administration/Utilization 


The current human resource regulations and policies are too restrictive and in some cases cumbersome, 
and do not allow flexibility for delegation of authority to organizational levels such that they can be 
readily used by the Pilot Project offices. 


Recent elimination of the DOI/BLM Relocation Services Program has had considerable negative 
recruiting and hiring impacts for the Pilot Project offices. 


A very large and continuous human resource paperwork workload and associated time requirement 
has negatively affected Pilot Project office management, which must ensure the completion of position 
recruiting and personnel actions. In some Pilot Project offices, recruiting workloads have constrained 
field management’s availability to effectively oversee day-to-day oil and gas program policy, program 
quality, and issue resolution activities. 


With ongoing and pending position retirements, high position turnover (e.g., PETs), and the need to 
have adequate staff depth to address increasing workloads (e.g., through strategic over-hiring of PETs), 
current workforce planning has been inadequate to address the needs of the Pilot Project offices. 


Existing BLM Pilot Project state FTE and overtime policy/budget constraints have, in some cases, 
prevented the Pilot Project offices from using overtime to support the 24/7 nature of oil and gas 
operations necessary to meet BLM inspection and enforcement policy requirements. This has resulted in 
BLM personnel not being present during critical health, environmental, and safety required inspections 
occurring outside normal business hours. 


Position Recruiting 


During the first year of the Pilot Project, there was a good pool of qualified job candidates who were 
hired. During year two and three, only low or minimally qualified candidates were available. 


The BLM Pilot Project state tables of organization have imposed constraints on some Pilot Project 
offices that prevent conversion of existing term positions to permanent positions. 


In some cases, selected candidates for Pilot Project positions have declined the jobs because of the 
perceived uncertainty about long-term Pilot Project funding. 


The Pilot Project offices have used hiring and retention bonuses to obtain and keep qualified personnel. 
Use of these bonuses has been determined to be of value. However, occasionally, when the Industry job 
market provides higher salaries, bonuses are not as effective. In those cases, the Pilot Project offices 
have used other means of obtaining necessary personnel, such as establishing temporary work details 
using personnel from adjacent non-Pilot Project offices. 


Position Retention/Turnover 


High permitting and inspection workloads that must be completed at specified times have resulted in 
considerable Pilot Project personnel job stress, resulting in burnout, job transfers, or personnel losses. 

Because of the high workload and required overtime work, negative impacts have occurred with regard 
to employees’ balance of life. For some employees, annual leave, weekends, and holidays for family 
and personal activities have been interrupted. 


The ongoing expansion of the oil and gas industry has resulted in a severe shortage of experienced 
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personnel. The Industry is offering premium salaries and benefits considerably above and beyond that 
provided by the federal government. As a result, a number of the Pilot Project offices are continually 
losing experienced and newly trained personnel to the Industry. 


* With the high position turnover in some of the Pilot Project offices, the overall work processing 
efficiency has been dramatically reduced. Continuing vacancies mean the Pilot Project office FTE is 
never complete at a given time (e.g., allocated 12 PET FTE, but have only 8 FTE on board at any one 
time). 


Local Community Cost-of-Living Impacts 


Greatly increased energy development-related community growth has substantially affected the availability 
and cost of adequate housing for newly recruited Pilot Project personnel. For some Pilot Project offices, newly 
recruited employees have declined to report to their new positions because of housing shortages and/or high 
cost of living impacts. In other cases, new employees have located to adjacent, more affordable communities, 
resulting in increased commuting time and employee balance—life issues. 


Training 


During the Pilot Project, the limited number of PETs that could be accommodated for training through the 
BLM’s NTC became a constraint. Action was taken to increase the training capacity, but personnel were still 
unable to receive necessary training within the first year of employment. As a result, these PETs were limited 
in their ability to support on-the-ground I&E needs until needed NTC training and subsequent certification 
could be obtained. 


Next Step Actions 


The following human resource next steps are specifically oriented toward the BLM, the participating Pilot 
Project agencies, and/or the DOI. The following HR next step actions should be addressed by the Pilot 
recommendation to update the BLM WO-850 Directorate Human Resources Study for Selected Oil and Gas 
and Pilot Offices completed in 2006 (See recommendation #10 in Section 3.3). 


Reducing Boom-Town Cost-of-Living Impacts 


« Address the discrepancy between actual BLM locality cost-of-living expense versus the current Office 
of Personnel Management pay level and local cost-of-living schedules. 


* Establish a housing allowance program to address locales with housing shortages and associated high 
home costs. 


* Establish subsistence pay to address high-cost boom-town locales and economies. 


* Extend the existing commuting transportation allowance program to address field office locales where 
high cost-of-living/boom-town economies exist. 


Improving Position Recruiting/Retention 


* Reestablish a workable relocation contract. 
* Convert certain term positions to permanent. 
* Consider giving higher priority to local employees who already have roots in the community. 


¢ Use the Student Career Experience Program and the Federal Career Internship Programs more 
effectively. 


¢ Offer a college loan repayment program to attract new graduates to the federal service. 
* Review and adjust, as necessary, the current position retention bonus program. 


Energy Policy Act of 2005—Section 365 Pilot Project August 28, 2009 


Year Three Report 


* Establish premium pay or group retention bonuses for high-stress/workload Pilot Project offices. 


¢ Recommend an Office of Personnel Management review of housing subsistence, transportation 
allowances, retention incentives, and salary schedules to address the high cost of living in energy boom- 
town areas where BLM Pilot Project offices are located. 


Human Resource Program Administration 


* Delegate certain human resource authorities to Pilot Project office managers. 


¢ Establish a Washington Office-directed priority with appropriate dedicated resources for the new 
National Operations Center human resource office that gives the highest priority (similar to the fire 
program) for Pilot Project office positions. 


¢ Review the grade classification system for petroleum engineers, PETs, and other critical positions to 
eliminate disparities between states. 


Improving the Work Environment 


¢ Provide and adopt diverse work assignments, including position sharing between/among offices. 
¢ Enhance the existing higher education program for workforce career advancement. 
¢ Use, to a greater extent, position over- (or reserve-) hiring authorities. 


Training 


¢ Use contract training services to train more PETs at a time. 
¢ Develop a formal production accountability training course. 
¢ Develop on-the-job training hubs in field offices that have applied expertise in specific areas. 


Human Resource Follow-Up Actions 


* Update the BLM WO-850 Directorate Human Resources Study for Selected Oil and Gas and Pilot 
Offices completed in 2006. 


The human resource management improvements described above should be applied outside the Pilot Project 
offices, but implementation may be limited using the Pilot Improvement Account funding. 


BLM surface management class observing pipe-laying machine in action. 
San Juan Basin, New Mexico, BLM Farmington Pilot Office. 
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PILOT PROJECT RECOMMENDATIONS 


The BLM and partner agencies have made the following recommendations based on the Pilot Project’s 
performance and conclusions. 


3.1 | CONGRESSIONAL RECOMMENDATIONS 


1. Increase Section 365 funding to allow expansion of the Pilot Project’s concept. 


— Because current funding levels can support only the existing seven BLM Pilot Project offices, 
expansion of the federal permit coordination concept to other BLM offices will require additional 
funding resources. 

— In coordination with the Secretary of the Interior, increase the federal onshore oil and gas lease 
rental fee. Consider a rental rate schedule that escalates rental income the longer a nonproducing 
lease is held. 

— Support an Administration budget proposal to transition from the Section 365 funding source to 
funding from APD/master plan processing fees, with an increase in base funding and an increase in 
APD/master plan processing fees. 


2. Permanently establish and expand the federal permit coordination concept to other BLM oil and gas 
field offices using increased APD/master plan processing fees, as appropriate, while also providing the 
BLM with administrative flexibility to determine the location and extent of expansion. 


3. Authorize creation of a similar Pilot concept with dedicated funding to support BLM renewable energy 
workloads. 


4. Expand the Section 365 Pilot Project concept to include BIA oil and gas operations with BLM trust 
management responsibilities supported by dedicated funding. 


5. Provide incentives to split estate surface owners to enhance federal oil and gas resource development. 


3.2 | DEPARTMENT OF THE INTERIOR RECOMMENDATIONS 


6. Initiate interdepartmental revisions to existing BLM/USFS oil and gas leasing NEPA regulations, 
including evaluation of consolidating BLM and USFS NEPA procedures. 


7. Improve MMS’s ability to report and depict federal onshore well production and performance trends 
resulting from Pilot Project permit approvals. 


8. Recommend an Office of Personnel Management review of housing subsistence, transportation 
allowances, retention incentives, and salary schedules to address the high cost of living in energy boom- 
town areas where BLM Pilot Project offices are located. 


3.3 | BLM/AGENCY RECOMMENDATIONS 
9. Initiate a business process reengineering project to implement Bureau-wide improvements and 
efficiencies in the federal onshore oil and gas permitting process. 


10. Update the BLM WO-850 Directorate Human Resources Study for Selected Oil and Gas and Pilot 
Offices completed in 2006. 


11. Expand BLM and state agency collaboration for permit streamlining and data sharing by applying 
additional resources through new, existing, or enhanced MOUs and AAs. 


12. Assess the environmental effectiveness of oil and gas permitting and reclamation BMPs. Determine 
environmental impacts/costs, geographic locations where they should be applied, and their effectiveness 
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over time. Provide a means to help quantify and disseminate improvements in environmental stewardship. 


13. Update the BLM Fluid Minerals Supplement to the BLM Land Use Planning Handbook to include the 
recommendations from the Energy Policy Conservation Act studies (see http://www.blm.gov/wo/st/en/ 
prog/energy/oil_and_gas/EPCA_III.html, Section 4 - Additional Federal Land Access Issues). 


14. Enhance public awareness and communication of federal onshore oil and gas operations, and provide 
additional outreach materials and resources to BLM state and field offices. 


15. Enhance the means to provide Pilot Project knowledge transfer and technology advances through expanded 
BLM workshops and forums, and through enhanced Internet services. 


16. Evaluate the regulatory impact of requiring the use of electronic flow measurement systems and remote 
production reporting systems for all federal onshore oil and gas lease operations. 


17. Use Pilot Project funding to initiate a fluid minerals IT AFMSS lifecycle replacement project. 
18. Pilot an Internet-based oil and gas lease nomination and sale system. 


19. Collaborate with state, tribal, and federal partners to more effectively analyze and mitigate adverse impacts 
to air quality and to ensure protection of water resources. 


Plowing and pulling production pipelines and powerlines into 
the ground results in considerably less surface disturbance than 
conventional excavating and trenching. Powder River Basin of 
northeastern Wyoming, BLM Buffalo Pilot Project Office. 
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Note: Dashed lines indicate Pilot Project office boundaries. 
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A.1 BLM MILES CITY PILOT PROJECT OFFICE 


The Bureau of Land Management (BLM) 
Miles City Pilot Project Office is responsible 
for approximately 3.2 million acres of BLM- 
administered surface acres, roughly 12.4 


wi PROJECT EAS/EIS~ 


million acres of BLM-administered mineral (J crcasasins 
estate, and about 4.5 million acres of Indian 

trust land mineral estate. The mineral estate LAND OWNERSHIP 
responsibilities include the Crow, Northern Jem (J state 


Cheyenne, and Fort Peck Reservations; and (J usts (J BNKHo-Ns 
the Billings, Miles City, and a portion of (_) Private trie. x 
the North Dakota Field Offices in an area 
totaling 36.6 million acres. These lands 
encompass all or portions of 27 counties in 
central/eastern Montana and western North 
Dakota. 


Approximately 32 percent of the federal 
mineral estate is overlaid by private surface 
ownership (split-estate). 


The Miles City Pilot Project Office 
contains vast deposits of oil, gas, and coal 
and provides a variety of resources such as 
wildlife habitat and rangelands for livestock 
grazing. Over the last 10-15 years, the 
Miles City Pilot Project Office has had to 
address a number of issues affecting public 
lands. These issues include increased oil 
and gas exploration and development, 
livestock grazing issues, spread of noxious 
weeds, focus on wildlife, increased fire 
suppression and management, growth in off- 
highway vehicle use, the need for increased 
access to BLM lands, consolidation of land 
ownership, and requirements to address 
public land use impacts on local community 
socioeconomics. 


Oil and Gas/Energy Development Outlook 


With the recent record of decision (ROD) approval for the 
Montana Statewide Oil and Gas Environmental Impact 
Statement (EIS), December 30, 2008, considerable 
coalbed natural gas (CBNG) exploration and development 
is expected. Increased CBNG and conventional gas 
exploration and development are beginning to occur on 
Indian trust lands. Continuing development of oil and gas 
Power, water, and natural gas lines can be buried in the is occurring throughout the Cedar Creek Anticline and 


access road to many producing coalbed natural gas wells the Williston Basin. 
allowing the operator to revegetate the road and well pad right 
up to the well box. 
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Current National Environmental Policy Act (NEPA) Actions 


Challenges 


Facts 


[aPDsReceved’ | 245 | C19 
[APDs Processed’ SSSC*dS CS Tara 
CE 
[sundryNotes Processed |S 139 
a npc emo Ea 2a = 


Supplement to the Montana Statewide 
Oil and Gas EIS and Amendment to the 
Powder River and Billings Resource 
Management Plans (RMP), ROD signed 
December 30, 2008. 


Miles City Pilot Project Office RMP. 


1 Interstate and 1| International/Interstate 
Pipeline Project EIS. 


Project Environmental Assessments 
(EA). 


Environmental impacts from proposed 
CBNG produced-water disposal. 


CBNG project migration eastward across 
the Powder River Basin to rougher 
topography, and erosive soils. 


Pre-construction onsite meeting with surface landowner, well operator, 
and BLM on a previously plugged and abandoned site. 


Potential environmental litigation 
workload from concerns with CBNG 
development, sage-grouse habitat requirements, and management on a large geographic scale. 


Timely monitoring and data analyses to ensure effective mitigation. 


105 BLM office staff, including 20 (19 percent) oil and gas staff . 


Pilot Project Federal Agency Positions (1.5 full time equivalent [FTE]): United States Army Corps of 
Engineers (USACE) Section 404 permit specialist (0.5) and United States Fish and Wildlife Service 
(USFWS) wildlife biologist (1). 

Pilot Project State Agency Positions (4 FTE): Montana Department of Environmental Quality (DEQ)— 
air quality specialist (1), produced water permit writer (1), water quality specialist (1); Montana Fish, 
Wildlife, and Parks Department—wildlife biologist (1) . 

Pilot Project BLM Positions (12 FTE): administrative assistant (1), archeologists (2), wildlife biologist 
(1), geologist (1), natural resources specialists (5), and petroleum engineering technicians (PET) (2). 


Table A-1. Miles City Pilot Project Office Workload Overview 


Overall 
Change 


Performance Measure 


FY08 | 


Note: 
1. For the Miles City Pilot Project Office, this includes wells submitted through master development plans. 
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¢ Active federal wells: 1,381. 
¢ Active federal leases: 445. 
¢ Industry operators: 49. 


Successes 


* Memorandums of understanding (MOU) and assistance agreements have resulted in solid working 
relationships with federal and state agencies, improving efficiency. 


* Industry and BLM preapplication coordination has created efficient processing of applications, saving 
cost/time for all parties. 
* Operators are using third-party contractors to prepare NEPA documents, reducing a BLM burden. 


* Cultural Geographic Information System (GIS) Database, Sage-grouse Habitat Mapping, Mule Deer 
Critical Winter Range Census, and Air Quality Monitoring Projects are now moving toward completion 
because of Pilot Project funding. 


BLM inspection of a plugged, abandoned, recontoured, and fully reclaimed well pad. 
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A.2. BLM Buffalo Pilot Project Office 


The BLM _ Buffalo Pilot 
Project Office is responsible 
for 800,000 acres of BLM- 
administered surface estate 
and approximately 5 million 
acres of BLM-administered 
mineral estate. These public 
lands encompass Campbell, 
Johnson, and Sheridan 
counties of north-central 
Wyoming. This area contains 
vast deposits of oil, gas, and 
coal and provides a variety 
of resources such as wildlife 
habitat and rangelands for 


OIL & GAS ACTIVITY 
Ra | PROJECT EAS/EIS 
t=) EPCA BASIN 


LAND OWNERSHIP 


Se livestock grazing. In addition, 
Ey usrsno. the public lands and adjacent 
J PRIVATE Bighorn National Forest (NF) 
J STATE and Thunder Basin National 
(J enkHowNs Grasslands provide many 
= opportunities for recreational 
i activities. 
i) 12.5 25 50 Miles 


oom Approximately 62 percent of 
the federal mineral estate is overlaid by private surface ownership (split- estate). 


The field office has already established and implemented innovative approaches to ensure environmental 
stewardship and streamline permitting prior to its designation as a Pilot Project office in 2005. The field office 
began using an Application for Permit to Drill (APD)/Master Plan of Development approach to permit an 
average of 30 CBNG APDs/master plans and associated rights-of-way (ROWs) using a single EA. 


An estimated 27 trillion cubic feet of recoverable CBNG exist in the Powder River Basin. Approximately 12 
percent of this gas has been produced. 


The field office has approved 30 to 40 percent of all BLM APDs/master plans approved bureauwide for the 
past several years. 


Oil and Gas/Energy Development Outlook 


Starting in 1995 and 1996, oil and gas operators of the Powder River Basin of northeastern Wyoming began 
to produce economic quantities of CBNG. 


In April 2003, the Buffalo Pilot Project Office completed the Powder River Basin Oil and Gas Project EIS, 
which analyzed and allowed the development of 51,000 CBNG wells. The CBNG development covers the 
central part of the Buffalo Pilot Project Office area and is the largest oil and gas project ever to take place in 
the federal onshore program. Seventy-five different companies have been involved in CBNG development in 
the Powder River Basin, and major oil and gas companies have operations within the basin. Less than half of 
the total projected wells necessary to recover the resource have been drilled to date. 
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Current NEPA Actions 


¢ Initiating the Buffalo Field Office 
RMP revision, which will take 3 
to 4 years to complete. 


Challenges 


¢ Handling environmental impacts 
from high-density, large-scale 
CBNG produced-water disposal. 

* Migrating CBNG projects in the 
Powder River Basin into rougher 
topography and greater sensitive 
species habitat. 

¢ Maintaining well qualified staff 
and addressing high turnover in a 
high-stress working environment. 


¢ Balancing permitting workload 7 a = , 
with inspection, compliance, and Narrow disturbance corridor installation of a CBNG welded plastic natural gas 
accountability programs. production pipeline in the Powder River Basin of Wyoming. 


¢ 96 BLM office staff, including 89 (93 percent) oil and gas staff. 


¢ Pilot Project Federal Agency Positions (3.5 FTE): USACE Section 404 permit specialist (0.5), USFWS 
wildlife biologists (2), and United States Forest Service (USFS) natural resource specialist (1 hired, 
now retired, using existing USFS FTE part-time). 


¢ Pilot Project State Agency Positions (2 FTE): Wyoming DEQ—National Pollutant Discharge Elimination 
System (NPDES) permit writer (0.5), underground injection control (UIC) permit writer (0.5); Wyoming 
Game and Fish Department—wildlife biologist (1); and Wyoming State Historic Preservation Office 
(SHPO)—archeologists (1.5 under recruitment). 


¢ Pilot Project BLM Positions (17 FTE): archeologists (2), energy program assistant (1), wildlife biologist 
(1), civil engineering technician (1), land law examiner (1), legal assistant (1), natural resources 
specialists (2), surface compliance technicians (4), petroleum engineer (1), production accountability 
technician (PAT) (1), and PETs (2). 


Table A-2. Buffalo Pilot Project Office Workload Overview 


Performance Measure Fyos | Foe | Fyo7 | Fyos | Overall 
Change 


Note: 
1. For the Buffalo Pilot Project Office, this includes wells submitted through master development plans. 
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* Active federal wells: 12,199. 
* Active federal leases: 2,519. 
¢ Industry operators: 153. 


Successes 


* Site-specific Endangered Species Act (ESA) consultations have decreased from 22 days to 1| day, 
allowing USFWS biologists to spend more field time on ESA monitoring. 


* Wildlife survey coordination meetings result in Industry/contractor improved survey actions. 
* The operator surface noncompliance rate decreased from 70 percent to less than 30 percent. 


* FWS Pilot Project office staff has increased Industry awareness of proactive programs (e.g., Avian 
Protection Plans and Candidate Conservation Agreements with Assurances). 


CBNG well pre-construction onsite inspection with operator, 
contractors, and BLM. 


Low impact water well drilling equipment used to drill CBNG wells in 2 to 3 days. 
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A.3. BLM Rawlins Pilot Project Office 
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The Rawlins Pilot Project Office administers approximately 3.4 million acres of public land surface and 
mineral estate, 0.1 million acres of public land surface where the mineral estate is state-owned or private, and 
1.2 million acres of federal mineral estate where the surface is state-owned or private. 


Much of the Pilot Project office area covers a checkerboard landownership pattern created by early railroad 
land grants. This results in management challenges on interspersed public lands. 


The Rawlins Pilot Project Office contains vast deposits of oil, gas, and coal and provides a variety of resources 
such as wildlife habitat, rangelands for livestock grazing, and wild horses. The historic Overland and Cherokee 
Trails cross the southern part of the area. The Continental Divide National Scenic Trail and other recreational 
resources provide much public use of these lands. 


One of the largest commercial wind energy developments in the Intermountain West is under development as 
well as several proposed new wind energy development projects. 


Oil and Gas/Energy Development Outlook 


The Rawlins Pilot Project Office continues to experience a massive increase in natural gas (both conventional 
and CBNG) and to a lesser extent, oil development within the central and western portions of the Rawlins Pilot 
Project Office area. The Rawlins RMP reasonable foreseeable development scenario projects an additional 
8,822 wells to be drilled over 20 years. A CBNG EIS completed last year approved drilling 1,800 CBNG 
wells within the next 10-15 years. Another major development EIS currently being prepared is projecting 
approximately 8,950 conventional deep gas wells to be drilled over a 15—20-year period. 


Currently, five wind energy projects are either authorized or in review. One major project EIS is analyzing 
a 1,000 wind turbine proposal that will affect 87,000 acres of BLM-administered lands and an equal 
amount of private land. In addition, there are also major transmission power lines that will require ROW 
authorizations. 
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Current NEPA Actions 


Revised Rawlins RMP, ROD pending. 

1 major oil and gas project EIS for 8,950 oil and gas wells. 
1 Wind Energy Project EIS. 

40 Wind Testing Projects. 

3 Interstate Power Transmission Line Projects. 


Challenges 


[Federal Inepedtone Completa et7 | 0 | reali cea 


A major issue is staff turnover, which is a result of Rawlins’ small, boomtown economy. 
Major energy projects create overwhelming workloads for Rawlins to review, permit, and monitor. 


Rawlins RMP revision requires operational changes for wind energy development and sage-grouse 
habitat protection. 


117 BLM office staff, including 101 (86 percent) oil and gas staff. 


Federal Agency Positions (2.5 FTE): USACE Section 404 permit specialist (0.5) and USFWS wildlife 
biologists (2). 
State Agency Positions (3.5 FTE): Wyoming DEQ—NPDES permit writer (0.5), UIC permit writer (0.5); 


Wyoming Game and Fish Department—wildlife biologist (1); and Wyoming SHPO—archeologists 
(1.5 under recruitment). 


BLM Positions (25 FTE): archeologists (2), computer assistant (1), energy program assistant (1), 
wildlife biologist (2), biological technician (1), civil engineer (1), hydrologist (1), GIS specialist (1), 
legal assistant (2), natural resources specialists (3), office automation clerk (1), outdoor recreation 
planner (1), realty specialists (2), PAT (1), and PETs (5). 


Table A-3. Rawlins Pilot Project Office Workload Overview 


Performance Measure | FY05 | Fyoe | FYo7 | FYo08 | regunigle 


Change 
fz | 0% | 
a 


60% 
Note: 

1. For the Rawlins Pilot Project Office, this includes wells submitted through master development plans. 

Active federal wells: 2,767. 

Active federal leases: 1,992. 

Industry operators: 105. 
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Successes 


* The “Monitoring without Borders” interagency wildlife program has resulted in effective industry, 
multiagency, and other stakeholder collaboration. 


¢ Annual conferences with agencies, industry, landowners, and local governments are highly regarded for 
promoting improved communication and cooperation on key issues. 


¢ Many operators have invited BLM surface compliance staff to conduct best management practice 
(BMP) workshops for their staff and contractors. 


¢ The development of a critical permit processing, tracking, and monitoring system allows staff to work 
as a team and embrace process improvement actions. 


Dr. Steven Williams, University of Wyoming 
presentation on soil and soil testing at the BLM 
Rawlins Pilot Project Office—Industry and 
Government Surface Reclamation Conference. 


Inspection of reclamation on a pipeline right-of-way where the “pitting” 
technique was used in the Green River Basin of southwestern Wyoming. 
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A.4 BLM Vernal Pilot Project Office 


— —— + The BLM _ Vernal Pilot 
; : Project Office is responsible 
for approximately 1,725,000 
acres of BLM-administered 
surface estate and 
approximately 3,211,000 
acres of BLM-administered 
mineral estate. These public 
lands encompass Daggett, 
Duchesne, and Uintah 
counties and a portion of 
Grand County innortheastern 
Utah. The Vernal Pilot Project 
Office is also responsible 
for administering Indian 
trust leases issued by the 
Uintah and Ouray Agency 
of the Bureau of Indian 
Affairs (BIA). There are 
Pick ae approximately 1,600,000 
eat Urtagd int ti, acres of Indian trust mineral 
Se oh o eed assets within the 4,500,000 
acre reservation boundary. 
Lands within the reservation 
boundary include BLM- 
administered surface and 
mineral estate lands. 
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This area contains vast 
deposits of oil, gas, tar 
sands, oil shale, and gilsonite 
and provides a variety of 
resources such as wildlife 
habitat and rangelands 
for livestock grazing. The 
area contains habitat for 75 
threatened and endangered 
(T&E) or state sensitive plant and animal species (52 animal species and 23 plant species). BLM lands, along 
with the adjacent Ashley NF and Dinosaur National Monument, provide many opportunities for recreational 
activities. 


Oil and Gas/Energy Development Outlook 
The majority of energy development on BLM-managed lands is occurring in older fields that have been 
producing since the 1950s or 1960s. Ongoing and future tight gas sand reservoir exploration and production 
will result in deeper and down-spaced well drilling within existing fields. 
During the last 2 fiscal years, the Vernal Pilot Project Office has completed 1,560 NEPA projects, including 


3 EISs. Operators within the Vernal Pilot Project Office area have development plans for more than 14,000 
wells over the next 10 years. 
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Expanded wind energy; tar sand, oil shale, and Gilsonite development; and energy transportation ROW 
construction are expected to continue into the future. 


Considerable impact to local municipalities and governments is also occurring, requiring lands and realty 
assistance from BLM. 


Current NEPA Actions 


¢ Vernal RMP ROD. 
¢ 3 major oil and gas project EISs. 
¢ 10 major oil and gas project EAs. 


Challenges 


¢ Environmental impacts from planned 
large-scale well down-spacing 
projects. 

¢ Air quality oversight issues with 
multiple agency primacies. 

¢ Federally listed and state sensitive 


species that must be effectively 
protected. 


Facts Building a drill pad for CBNG production in northeastern Utah. 


¢ 120 BLM office staff, including 80 (67 percent) oil and gas staff. 


¢ Pilot Project Federal Agency Positions (7.5 FTE): USACE—Section 404 permit specialist (0.5); 
USFWS—wildlife biologists (2); USFS—natural resource specialist (1); and Environmental Protection 
Agency (EPA)—UIC permit writer (3 under recruitment). 


¢ Pilot Project State Agency Positions (2 FTE): Utah SHPO—archeologist (1). 


* Pilot Project BLM Positions (43 FTE): archeologist (1), administrative assistant (4), botanist/ecologist 
(1), wildlife biologist (3), EIS project coordinator (1), geologist (2), land and surface compliance chief 
(1), land law examiner (1), legal instrument examiner (3), natural resources specialists (12), NEPA 
coordinator (1), realty specialist (1), reclamation specialist (1), science and technology chief (1), 
petroleum engineer (2), PAT (1), and PETs (7). 


Table A-4. Vernal Pilot Project Office Workload Overview 


Performance Measure Fvos | Fyoe | FYo7 | FYos | qo 
Change 


[APDsPrecessel fee gee | azat| acme | oom | 
[ROWsProcessod SSCS | 
624 


Sundry Notices Processed 5,329 5,663 10302 11,058 108% 


692 
222 
Federal Inspections Completed EE ee ee 
Note: 


1. For the Vernal Pilot Project Office, this includes wells submitted through master development plans. 
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* Active federal wells: 5,295. 
¢ Active federal leases: 1,033. 
¢ Industry operators: 59. 


Successes 


* In 2008, the Vernal Pilot Project Office and EPA Region 8 agreed to establish 3 EPA UIC collocated 
permitting positions. These positions, which should be in place in 2009, will be used to address the 
increasing number of UIC permit submissions and a resulting EPA permitting backlog. 


¢ Project interdisciplinary team (IDT) meetings now include participation of operators and/or third-party 
NEPA contractors, allowing the project proponents to adapt their proposal using IDT input. 


¢ Engaging the operator at the initiation of the IDT review of the project substantially streamlines the 
NEPA effort and related documentation. 


The endangered black-footed ferret 
was introduced as an experimental 
population into northeastern Utah 
during 1999 and 2000. 
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Three wells on a single location using beam pumps to lift and produce oil in northeastern Utah. 
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A.5 BLM Glenwood Springs Pilot Project Office 


The BLM Glenwood 
Springs Pilot Project 


eS | | @& 
Office encompasses OIL & GAS ACTIVITY GREENY R IVER. 
2.9 million acres of WEB PROJECT EAsieis ro 5 
land and is located Cerca asin cons 
in west-central 


Colorado. The office 
is responsible for 
Bove42, acres Of 
BLM-administered 
surface estate and 
approximately 
227),000¢ -acres “of 
BLM-administered 


Ua ab als og . vn \ 
mineral estate. All \MESA a 
of Eagle and Pitkin 
counties, most of the LAND OWNERSHIP 


eastern two-thirds ad BLM Lend USFS 
of Garfield County, | eJSTATE (uJ PRIVATE 
the northeastern tip N 

of Mesa County, and A 0 10 20 40. Miles 
the southeastern tip 
of Routt County are 
within the Pilot Project office boundary. 


This area contains vast deposits of oil, gas, and some coal and geothermal resources. The Pilot Project office 
also provides a variety of resources such as wildlife habitat and rangelands for livestock grazing. In addition, 
the BLM public lands and the adjacent White River NF provide many opportunities for recreational activities. 
There are seven major ski areas within the Glenwood Springs Pilot Project Office and several major rivers 
such as the Roaring Fork, the Eagle, and the Colorado Rivers. 


"cae ees aes Sh, eh 
i ny " ; wats “i 


Oil and Gas/Energy Development Outlook 


Starting in 1999, oil and gas operators of the 
Piceance Basin of northwestern Colorado began to 
produce economic quantities of natural gas from 
the United States Geological Survey-classified 
nonconventional tight gas sand reservoirs. 


The vast majority of current production is from the 
Williams Fork Formation. The Wasatch Formation 
also produces significant quantities of natural 
gas. New discoveries of natural gas in the deeper 
Mancos Shale are now coming on line. 


The 2007 Reasonable Foreseeable Development 
Scenario estimates that the rest of the field office, 
outside of the Roan Plateau area, contains an 
additional 40.3 trillion cubic feet of natural gas. It 


Glenwood Springs Pilot Project Office personnel is predicted that over the next 20 years an additional 
conducting a field meeting with a stakeholder. ) 
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6,640 federal wells and 9,024 fee wells may be drilled to tap this energy resource.The current plan calls for 
phased development over time with one operator working on the ground. Fifty percent of the leasing area has 
a no surface occupancy stipulation that will require directionally drilling to reduce surface disturbances. 


Current NEPA Actions 


* Revising Glenwood Springs RMP and regional air modeling with the Meeker Field Office. 
* Creating geographic area plans (GAP) for large-scale development. 


* Completing EAs and Section 390 categorical exclusions (CX) for oil and gas operations, including 
APDs/master plans, pipelines, access roads, production facilities, and personnel work camps. 


Challenges 


¢ Natural gas development impacts on big game winter range, recreation, and local communities. 
* Rugged topography, riparian, and visual resource issues in urban environment and I-70 corridor. 
- Air quality impacts from I-70 traffic, oil and gas operations, and urban emissions. 

¢ Oil and gas odors, truck traffic, noise, and dust impacting landowners/citizens. 


- 50 BLM office staff, including 25 (50 percent) oil and gas staff. 


¢ Pilot Project Federal Agency Positions (7.5 FTE): USACE—Section 404 permit specialist (0.5); 
USFWS—wildlife biologists (2); and USFS—biological scientist (1), civil engineering technician (1), 
physical scientist (1), natural resource specialist (Forest Service Liason)(1), and biologist (1). 

¢ Pilot Project State Agency Positions (2 FTE): Colorado Division of Wildlife—wildlife biologist (1 on 
hold); and Colorado Oil and Gas Conservation Commission—field inspector (1 on hold). 


* Pilot Project BLM Positions (19 FTE): archeologist (1), administrative assistant (1), botanist/ecologist 
(1), wildlife biologist (1), hydrologist (1), geologist (1), inspection and enforcement (I&E) supervisor 
(1), land law examiner (1), natural resources specialists (4), NEPA coordinator (1), realty specialist (1), 
petroleum engineer (1), PAT (1), and PETs (3). 


Table A-5. Glenwood Springs Pilot Project Office Workload Overview 


Performance Measure | FY05 FY06 FY07 FY08 | 


faposReceve’ | |e || at 
409 
76 


BR 307 
7 [400 [ser] 
ares ear 


Note: 
1. For the Glenwood Springs Pilot Project Office, this includes wells submitted through master development plans. 


¢ Active federal wells: 1,461. 
¢ Active federal leases: 179. 
¢ Industry Operators: 14. 
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Successes 


* New techniques/BMPs are mitigating impacts on big game habitat, local communities, and the national 
forest. 


¢ Outreach meetings are involving landowners and citizens in oil and gas project planning. 


* Glenwood Springs’ APD/Master Plan GAP process has been refined and has been adopted by other 
BLM offices. 


* The Glenwood Springs Pilot Project Office, working with Industry, was instrumental in getting the 
Colorado BLM to adopt new standards for the use of electronic flow computers used on differential 
type flow meters for gas measurement. 


* The Glenwood Springs Pilot Project Office received cooperation from all operators to replace below- 
ground produced-water tanks with above-ground tanks, to facilitate better leakage detection and 
groundwater protection. 


¢ All collocated USFS personnel, with inspection and enforcement workloads, have been provided access 
to BLM’s AFMSS system to document their inspection and enforcement actions. 


é eae wT 


as 


Using new drilling (foreground) and centralized fracturing technology (center right), many wells can now be 
placed on the same size well pad that used to hold only one well (upper right). 
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A.6 BLM Farmington Pilot Project Office 


The BLM Farmington Pilot Project Office 
is responsible for 1.4 million acres of 
BLM-administered surface estate and 3 
million acres of BLM-administered mineral 
estate. These public lands encompass all of 
San Juan and most of McKinley, western 
Rio Arriba, and northwestern Sandoval 
counties in northwestern New Mexico. 


The Farmington Pilot Project Office is also Oy SAW SA Bw 

responsible for the administration of the Ga i fa tee | 

BLM Rio Puerco Field Office’s oil and gas are. a “gy 

program. oe 
ise : 21 Oil & GAS ACTIVITY 

The Farmington Pilot Project Office Oe eee ce Ep eee 

manages diverse natural resources and oer, er Sebring (__DEPCA BASIN 


provides for a variety of natural resource 
uses, encompassing livestock grazing; 
big game hunting; nonmotorized and 
motorized recreation; viewing of world- 
class cultural resources; and oil, gas, and 
coal development. Other than the energy 
development, lands are important to 
communities for recreation, wildlife habitat, 
wilderness, and community growth. 


The Farmington Pilot Project Office has developed an excellent permitting, reservoir management, and I&E 
staff that has worked very hard with Industry and its contractors to ensure compliance with BLM requirements. 
Farmington has established significant and very effective collaboration with Industry, local government, and 
stakeholder working groups. 


Oil and Gas/Energy Development Outlook 


The RMP for the Farmington Pilot Project Office was signed in September 2003 using a reasonable foreseeable 
development scenario of nearly 10,000 wells over a 20-year period. Since the document was signed, 2,590 
wells have been drilled. It is anticipated that 500 wells per year will be drilled in the next 15 years. Additional 
down-spacing in the Fruitland Coal and the Dakota Sandstone reservoirs may increase the well count in the 
future. However, any down-spaced infill wells will be drilled from existing well pads to minimize surface 
disturbance. 


Current NEPA Actions 


* The Farmington RMP Evaluation validated the RMP for 5 years and is now being developed into a 
BMP implementation strategy. 


* The RMP evaluation has yet to determine current oil and gas operational impacts. Farmington can 
no longer use Section 390 CX-3s because its RMP is now more than 5 years old. Only oil and gas 
development EAs will be written where CX-3s were previously used. 

Challenges 


¢ Increasing protests and Freedom of Information Act requests from environmental and sportsmens 
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groups concerning oil and gas leasing 
and well permitting. 


¢ High turnover of Industry and contractor 
personnel, requiring continuous BLM 
I&E and outreach to ensure effective 
reclamation of surface disturbance. 


* 94 BLM office staff, including 58 (62 
percent) oil and gas staff. 

¢ Pilot Project Federal Agency Positions 
(4.5 FTE): USACE—Section 404 permit 
specialist(0.5); BLA—permitcoordinator 
(1 onhold); USFWS—wildlife biologists 


(1); USFS—archeologist (1), and natural Gas compressor noise suppression equipment used within an area of critical 
resource specialist (1). environmental concern in the San Juan Basin, New Mexico. 


¢ Pilot Project State Agency Positions (1 
FTE): New Mexico Oil Conservation Division—field inspector (1). 

¢ Pilot Project BLM Positions (16 FTE): archeologist (1), GIS specialist (1), legal assistant (1), legal 
instrument examiner (1), natural resources specialists (3), realty specialist (1), records manager (1), 
PAT (2), PETs (4), and Pilot Project manager (1). 


Table A-6. Farmington Pilot Project Office Workload Overview 


06 


¢ Active federal wells: 19,119. 
¢ Active federal leases: 2,762. 
¢ Industry operators: 156. 


Performance Measure FY 
9 
6 


Successes 


- A new inspection strategy to address deficiencies between annual high-priority and rarely occurring 
low-priority inspections was initiated, inspecting all 19,000 wells while ensuring oversight on high- 
volume production. 


¢ Improved compliance through early problem detection and industry outreach by the Surface Protection 
I&E Team has reduced operator surface disturbance impacts/reclamation. 


¢ Completion of the Jicarilla Ranger District Gas Leasing and Development EIS in 2008 allows for the 
continued use of CXs for approximately 751 planned wells. 
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BLM-required interim reclamation 
of a well location in the San Juan 
Basin, New Mexico. 
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BLM surface inspections ensure operator post- 
construction compliance for required pipeline 
reseeding and well site reclamation. 


Camouflage techniques sometimes used to hide 
production facilities from view and protect scenic 
landscapes. 


Energy Policy Act of 2005—Section 365 Pilot Project August 28, 2009 


Year Three Report 


The BLM _ Carlsbad 
Pilot Project Office 
is responsible for 
2.2 million acres of 
BLM-administered 
surface estate and 4.1 
million acres of BLM- 
administrated mineral 
estate. | Approximately 
1.9 million acres (46 
percent) of the federal 
mineral estate is overlaid 
by state and private 
surface ownership (split 
estate). These public 
lands encompass Eddy, 
Lea, and a portion of 
Chaves counties in 
southeast New Mexico. 


This area contains vast 
deposits of oil and gas 
in the Permian Basin 
and provides a variety of 
resources such as wildlife 


habitat and rangelands for livestock grazing. Neighbors include the National Park Service (Carlsbad Caverns 
National Park and Guadalupe Mountains National Park), USFS, the U.S. Department of Energy’s (USDOE) 


Waste Isolation Pilot Plant, state parks, and several recreational sites. 


Oil and Gas/Energy Development Outlook 


Southeastern New Mexico has many old oil and gas fields within the Permian Basin but remains very active 
in drilling and production of oil and gas, with more than 400 active operators and subsequent contractors to 
support activities. The mining of potash, a mineral mostly used in fertilizers, is another active resource use. 
The land is rich in wildlife and boasts seven water ecosystems. These resources are balanced with mineral 


development so that future generations can enjoy them. 


Current NEPA Actions 


¢ Carlsbad RMP Amendment for Special Status Species completed. 


* BOR RMP Amendment in progress. 


Challenges 


* Providing continuous outreach to a large number of small operators experiencing high staff turnover. 


* Mitigating Industry unfamiliarity with federal requirements because many operators and contractors 
largely work out of Texas, which is regulated by the Texas Railroad Commission. 


¢ Ensuring availability of sites for oil and gas operations while meeting environmental standards. 
* Managing concurrent resource development and production for oil, gas, and potash deposits. 
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Partnering to lessen impacts for the Sand Dune Lizard, Lesser Prairie Chicken, Aplomado Falcon, 
Kuenzler’s Cactus, and others to avoid potential ESA listing. 


Facts 


* 101 BLM office staff, including 53 (52 percent) oil 
and gas staff. 


¢ Pilot Project Federal Agency Positions (2.5 FTE): 
USACE—Section 404 permit specialist (0.5); 
BOR—permit coordinator (1 located in Carlsbad); 
and USFWS—wildlife biologists (1). 


¢ Pilot Project State Agency Positions (1 FTE): New 
Mexico Oil Conservation Division—field inspector. 
¢ Pilot Project BLM Positions (29 FTE): administrative — 
assistants (2), archeologist (1), biological technician | ABLM Carlsbad Pilot Project archeologist places a datum 
Ly. cartographer (1), cartographic technician (1), while recording a protohistoric rock ring . 
geologist (1), GIS specialist (1), hydrologist (1), land 
law examiner (1), legal instrument examiners (3), natural resources specialists (2), realty specialist (1), 
surface protection specialists (3), PAT (2), PETs (7), and Pilot Project manager (1). 


Table A-7. Carlsbad Pilot Project Office Workload Overview 


Performance Measure 


[APDs Processed] 72n | G00 | on 0 | mare mace 


FY05 | FY06 FY07 


Overall 
Ab ty | Change 


re ee 


5 821 
5 760 


* Active federal wells: 12,654. 
* Active federal leases: 3,744. 
¢ Industry operators: 433. 


Successes 


Partnerships for the Restore New Mexico and similar projects have drawn national attention. 


Funding of offsite archeological research by Industry through the Permian Basin Memorandum of 
Agreement allows another option for Section 106 compliance. 


Moe tates sce ct 


Partnership efforts achieve grassland restoration through brush control below the Guadalupe Mountain 
escarpment within the BLM Carlsbad Pilot Project Office area. 
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A.8 United States Forest Service 


The USFS cooperates with the BLM to 
ensure that management goals and objectives 
for oil and gas exploration and development 
activities on National Forest (NF) lands are 
achieved, that operations are conducted 
to minimize effects on surface resources, 
and that the land affected by operations is 
rehabilitated. BLM issues and administers 
oil and gas leases on NF lands only after 
the USFS has made a leasing availability 
decision and taken the action necessary 
for the BLM to offer available lands for 
lease. When a federal lease on NF lands 
is issued, the USFS has full responsibility 
and authority to approve and regulate all 
surface disturbing activities associated with 
oil and gas exploration and development 
through the analysis and approval of the EBs =e | 
Surface Use Plan of Operations (SUPO), a OT’ mR elgion 3 

component of an APD/master plan. Sout p western 


 ® 
bh 
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Four of the seven BLM Pilot Project offices, (_) uses Regions 

including Buffalo, Vernal, Glenwood "USFS Lands 

Springs, and Farmington, geographically 208 820 Miles 
Bf eae SL a Ee a a ee 


encompass NF lands. In each of these Pilot 
Project offices, oil and gas development is 
occurring within the NFs. 


Oil and Gas/Energy Development Outlook 


With the approval of the Jicarilla Ranger District Gas Leasing and Development EIS in 2008 within the 
Farmington Pilot Project Office area, significant use of the Section 390 CX process for most of the APD/ 
master plan SUPOs can occur. Approximately 751 gas wells are planned for development under this Pilot 
Project EIS. 


The Douglas Ranger District’s APD/master plan workload for the Thunder Basin National Grasslands 
(Buffalo Pilot Project Office) has substantially dropped since the passage of Section 365. The USFS Buffalo 
Pilot Project liaison retired in August 2008. With the greatly reduced APD/master plan submissions and the 
position retirement, the Buffalo Pilot Project Office and Douglas Ranger District have recently decided to use 
limited, part-time staffing. 


For the Vernal Pilot Project Office, the Ashley NF’s APD/master plan workload is holding steady. A 400-well 
EIS is in progress and the Section 390 CX process will be used on many of the proposed wells. 


In the near future, an increase in drilling activity is expected in the White River NF within the Glenwood 
Springs Pilot Project Office, because of intense development in the surrounding Piceance Basin. One master 
development plan for the White River NF has already been approved, with another under development. USFS 
inventoried road-less areas pose a challenge to the development of oil and gas on forest lands. 
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Pilot Project Performance 


Collocation of USFS personnel within four Pilot Project offices has effectively improved oil and gas permitting 
and I&E workload processing on USFS lands. Examples include— 


The USFS and the BLM established MOUs to define the management and operational procedures for 
each of the four Pilot Project offices. 


Establishment of a collocated USFS position in the Farmington Pilot Project Office reduced the Carson 
NF APD/master plan backlog by more than 40 percent and APD/master plan processing time by more 
than 100 days since FY07. 

Carson NF and the Farmington Field Office used a joint strike team to conduct 12 APD/master plan 
preconstruction inspections resulting in a 97-day average APD/master plan approval time. 

The Farmington Pilot Project Office’s USFS archeologist position completed a programmatic agreement 
with the New Mexico SHPO to streamline Section 106 processing for oil and gas permits. 

The White River NF delegated authority to the Glenwood Springs Pilot Project Office to issue a Federal 
Land Policy and Management Act produced-water pipeline ROW located on both USFS and BLM 
lands, using one NEPA document and pipeline authorization for both agencies. 

In fiscal year (FY) 08, the USFS and Glenwood Springs Pilot Project Office conducted 342 inspections 
on the White River NF and entered all data into BLM’s Automated Fluid Mineral Support System 
(AFMSS). 

USFS and BLM meetings are conducted with Industry to coordinate project permitting workload 
actions among all participants. 


Carson National Forest/BLM strike team conducting APD pre-construction onsite 
inspections within the BLM Farmington Pilot Project Office area. 


Challenges 


The FS NEPA and appeal processes are much different from the BLM’s NEPA process and require 
a great deal more time. The average EA for an oil and gas well on NF lands takes a year or more to 
complete. Once the decision is made, it is then subject to an appeal. The minimum duration of a permit 
decision appeal is 45—60 days. If the appeal is successful, it can take a year or more for it to be disposed 
and for the EA to be rewritten. 


In FY08, the Carson NF, in collaboration with the Farmington Pilot Project Office, submitted a proposal 
requesting additional USFS personnel for establishing a dedicated USFS oil and gas permitting team. 
The proposal funding was approved in June 2008, and the Carson NF is currently recruiting people for 
this team, which is expected to be functioning in FY09. 
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Facts 


¢ USFS Collocated Positions: 9. 


— |] biological scientist (Glenwood Springs) 

— | civil engineering technician (Glenwood Springs) 

— 1 botanist/ecologist (Glenwood Springs) 

— 1 archeologist (Farmington) 

— 4 natural resource specialists (1 Buffalo, 1 Vernal, 1 Glenwood Springs, and 1 Farmington) 
— | biologist (Glenwood Springs) 


¢ APDs/master plans on USFS Lands Processed: 45 (FY05), 92 (FY06), 102 (FY07), and 85 (FY08)—89 
percent increase during the Pilot Project. 


* Federal Inspections Completed: 1,366 during the 3 years of the Pilot Project. 


Interim reclamation of producing well pad within the White River National Forest. 
Piceance Basin of northwestern Colorado, Glenwood Spring Pilot Project Office. 
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A.9 United States Fish and Wildlife Service 


The USF WSisresponsible foradministering 


the following acts: ie 
a ; 
pp we 
¢ ESA. & 
* Bald and Golden Eagle Protection HELENA 
Act. ce 


¢ Migratory Bird Treaty Act. 

¢ Fish and Wildlife Coordination Act. 
¢ NEPA. 

* Clean Water Act (CWA). 
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Through these efforts, the USFWS seeks \ Be ae 
to ensure that impacts on fish and wildlife . | 
resources are adequately described and \ 
that mitigation needs are met. In particular, ~ 
Section 7 of the ESA of 1973, as amended, Ne * ALBUQUERQUE | 
requires federal agencies to ensure that the me Region 2 
actions they authorize, fund, or carry out (_) Pilot offices ee all 
are not likely to jeopardize the continued (__) usews Regions 


existence of federally listed species or 
to destroy or adversely modify their 
designated critical habitat. As a result, 
federal regulatory agencies are required to 
consult with the USFWS when it is determined that a proposed project may affect a federally listed species. 


@ Ecological Services Field Offices 
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Oil and Gas/Energy Development Outlook 


After 3 years of working closely with other federal, state, and local interest groups, the collaboration, 
communication, and cooperation between the stakeholders has allowed oil and gas development to occur 
while conserving and protecting listed and sensitive species. USFWS has worked with others to develop 
creative solutions incorporating adaptive management to help ensure that adverse impacts on listed species 
are avoided and minimized. Given the current level of energy development in conjunction with proposed 
development of renewable and traditional energy resources, a coordinated landscape-scale management 
approach will be needed to conserve sensitive wildlife resources. Integration of the USFWS Strategic Habitat 
Conservation framework and the Western Governors’ Association Wildlife Corridors Initiative will provide 
landscape-scale opportunities for spatially explicit planning to prioritize conservation of wildlife resources 
while efficiently developing and using energy resources. 


USFWS biologists and BLM personnel observing Mexican Spotted Owl in Utah. 
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Pilot Project Performance 


On-the-ground collocation of a Pilot Project office USFWS biologist has resulted in the following Section 7 
ESA consultation time reductions during the 3-year span of the Pilot Project: 


¢ Informal consultations had no change in elapse time from 12 days in FY06 to 12 days in FY08. 
¢ Formal consultations decreased by 29 percent from 32 days to 23 days. 


Programmatic informal and formal consultations decreased from 15 to 2 days (85 percent) and 7 to 4 
days (41 percent) respectively. 


USFWS average time to complete programmatic NEPA consultations decreased from 73 days to 21 
days (71 percent). 


As a result of additional funding and improved ESA consultation efficiency, the collocated field biologists 
now spend more time in the field conducting field monitoring and adaptive management actions. 


This increased field monitoring presence has resulted in improved site-specific ESA protection BMPs and/or 
government, Industry, and other stakeholder conservation/protective action plans. 


Challenges 


USFWS biologists often support a variety of energy projects that are not solely oil and gas, for example, 
development of wind power, uranium, coal, and CBNG expansion into new areas. 


Energy resources intersect some of the highest quality and highest density greater sage-grouse habitat, 
a species of concern undergoing ESA review. 


Produced water, power lines, and unprotected disposal pits continue to pose threats to migratory birds 
and a variety of sensitive species. 


Existing and expanding energy infrastructure will continue to contribute to fragmentation of functional 
habitats for trust species. 


¢ USFWS Pilot Project Positions: 17. 


— 12.5 wildlife biologists (collocated staff [75%] allocated across all seven Pilot Project offices) 
— 4.5 regional wildlife biologists (oversight staff that are not collocated staff [25%]) 


Table A-8. Number of USFWS Section 7 (ESA) Consultations Completed for Pilot Project 


Overall 
Change 


FY08 


Performance Measure | FY06 | FY07 


ExiiccnicicnasTTmMN| Mom) |ansr | cow _| 


Formal Programmatic Consultations 
Formal Programmatic NEPA Consultations 104% 
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Table A-9. Average Time in Days to Complete USFWS Section 7 (ESA) 
Consultations for Pilot Project 


Overall 
Change 


Performance Measure 


* Formal consultations on 21 animal species and 20 plant species. 
¢ Informal consultations on 336 sensitive species. 


Successes 


Information sharing between Industry and agencies has been instrumental in achieving effective working 
relationships, offsite mitigation, and successful habitat enhancement projects. 


The USFWS and Industry are proactively partnering to develop Avian Protection Plans. 


The USFWS, Industry, and private landowners are developing Candidate Conservation Agreements 
with Assurances. 


Regional sage-grouse conservation plans have been developed to promote BMPs to lessen impacts 
from oil and gas development. 


Greater sage-grouse strutting in the Powder River Basin of Southeastern 
Montana, Miles City Pilot Project Office. 


A-28 | Energy Policy Act of 2005—Section 365 Pilot Project August 28, 2009 


Year Three Report 


— 


PILOT PROJECT OFFI 


v 


A.10 United States Army Corps of Engineers 


The U.S. Army Corps of Engineers 
(USACE) is responsible for regulatory 
oversight of waters of the United States, 
through statutes, regulations, and policies 
including the Rivers and Harbors Act of 
1899 and the CWA of 1972. Specifically, 
the USACE regulates placement of dredged 
and fill material into waters of the United 
States under Section 404 of the CWA. The 
term “‘waters of the United States” has been 
broadly defined to include all waters that 
were, are, or could be used in interstate 
commerce such as streams, reservoirs, 
lakes, and adjacent wetlands. 


Section 404 does not require consultation, 
so federal agencies, like the BLM and 
the USFS, have no legal requirement to 
coordinate with the USACE for oil and gas 
development actions undertaken on public 
lands. Furthermore, the BLM does not 
obtain authorization from the USACE on 
behalf of other entities who obtain a federal 
permit or license from that agency. Project 
proponents are responsible for directly 
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obtaining USACE authorization prior to undertaking activities that are subject to Section 404 regulation. 


Oil and Gas/Energy Development Outlook 


Downstream check dam below a CBNG produced water surface discharge point. 
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* CBNG development in the Powder River Basin of northeastern Wyoming near Buffalo has resulted in 
the construction of approximately 2,000 small earthen dams to impound CBNG produced water. The 
impoundments require a Section 404 evaluation and authorization by USACE if they are located in 
waters of the United States. During the first 6 years (2003-2008), USACE has evaluated 2,398 sites. 
The trend of evaluating approximately 250 sites per year is expected to continue. 


* USACE field offices have experienced increased authorization requests for routine activities such as 
road and pipeline construction as the pace of development has increased. Increases have occurred or 
are likely to occur in the Miles City, Vernal, and Glenwood Springs Pilot Project Office areas. These 
authorizations are usually granted through Nationwide General Permits but the level of coordination 
necessary to verify the use of those permits and compliance has increased. 


Pilot Project Performance 
The USACE has used experienced Section 404 personnel from the following offices: 


* Montana Regulatory Office (Billings) 

* Wyoming Regulatory Office (Cheyenne) 

* Colorado West Regulatory Office (Grand Junction) 
* Durango Regulatory Office 

* El Paso Regulatory Office. 


Pilot Project funding has allowed the USACE to conduct substantially more BLM Pilot Project office and 
project area site visits. This has increased awareness of Section 404 regulatory requirements among BLM 
and Industry personnel and is improving compliance with USACE permit terms and conditions. Enhanced 
environmental stewardship is occurring as Industry is physically avoiding wetlands and other aquatic resources, 
alleviating the need for Section 404 permits and regulatory oversight. 


Facts 


¢« FTE USACE Pilot Project Positions: 3.5 (noncollocated positions supporting all seven Pilot Project 
offices). 


¢ FTE Used Annually: 2.0. 


¢ Regulatory Actions Taken: 1,428 (FY05), 722 (FY06), 711 (FY07), and 583 (FY08)}—59 percent 
decrease during Pilot Project. 


* NEPA Analyses Conducted: 82 (FY05), 61 (FY06), 44 (FY07), and 38 (FY08)—S4 percent decrease 
during Pilot Project. 


¢ Authorizations: 142 completed during the first 3 years of the Pilot Project. 
* Compliance Inspections: 3 completed during the first 3 years of the Pilot Project. 
* Enforcement Actions: | completed during the first 3 years of the Pilot Project. 


Successes 


¢ Using experienced USACE personnel has proven to be an efficient method of managing workload 
without causing unnecessary logistical or managerial disruptions that would arise from transferring or 
hiring new personnel in other locations. 


¢ USACE has expedited Section 404 regulatory actions and improved timeliness for federal oil and gas 
projects by coordinating with the BLM Pilot Project offices, agencies, Industry, and private landowners 
to identify and implement process improvements. 


* The USACE has an existing robust Section 404 regulatory program, fully independent of the BLM’s 
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federal oil and gas regulatory role. Although Pilot Project collaboration has occurred to streamline the 
process, there is little opportunity to delegate decision-making authority to single individuals or other 
agencies. 


* Periodic meetings with the BLM Pilot Project offices and agencies have fostered working relationships 
among individuals to compensate for interactions that would otherwise occur through Pilot Project 
collocation. Establishment of Pilot Project USACE single points of contact has enhanced communication 
with BLM staff, Industry, and property owners by providing a higher level of consistency and confidence 
between interested parties. 


* BLM’s periodic distribution of “Letters to Operators” includes guidance to Industry to contact the 
USACE ensuring adherence to Section 404 requirements. 


* Increased communication engaged Industry with the USACE for Section 404 support earlier in the 
permitting process, including USACE permitting reviews completed with USACE information applied 
in the BLM’s APD/Master Plan/Project NEPA analysis. 


The USACE is responsible for regulatory oversight of waters of the United States. 
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A.11 Bureau of Reclamation 


BLM and BOR collaborate on oil and gas activities 
occurring on federal mineral and BOR surface estate. BLM 
and BOR coordinate to identify existing BOR surface uses 
and constraints through the NEPA process, from which oil 
and gas permits are conditioned for approval. The Carlsbad, 
Farmington, and Rawlins Pilot Project offices coordinate 
with BOR to perform such work. 


Through an existing national interagency agreement, the 
BLM Carlsbad, Farmington, and Rawlins field offices 
lease and approve APDs/master plans on BOR lands. 


During the Pilot Project, the BOR has— 


au ; ; ; ; BLM and BOR collaborate on oil and gas activities 
¢ Initially assigneda dedicated BOR permit coordinator occurring on federal mineral and BOR surface estate. 


position to support both the BLM Carlsbad and 
Farmington field offices. This position now fully supports only the Carlsbad Pilot Project Office. 


* Collaborated with BLM to implement identified efficiency improvements for agency consultations and 
the processing of oil and gas authorizations. 


Facts 


¢ 1 BOR permitting specialist (collocated in Carlsbad). 


* Federal APDs/master plan on BOR surface estate: 7 (FY05), 15 (FY06), 23 (FY07), and 9 (FY08)—29 
percent increase during Pilot Project. 


Pilot Project Performance 


* Pilot Project funding established one BOR collocated position in the Carlsbad Pilot Project Office. The 
BOR liaison position supports the joint BOR/BLM leasing program and APD/master plan permitting 
activities. 

¢ Within the Carlsbad Pilot Project Office area, the BOR’s 2003 RMP is being amended to allow additional 
mineral leasing and to address cumulative impacts of future mineral development on BOR and Carlsbad 
Irrigation District lands. 

* Currently, the Carlsbad Pilot Project position is dedicated to providing BOR RMP Amendment 
support. 


Successes 


* BOR has delegated authority to the Rawlins Pilot Project Office to conduct and coordinate NEPA 
analyses for APDs/master plans on BOR surface estate. 


* The Glenwood Springs Pilot Project Office has coordinated with the BOR on certain GAPs. 


* The Miles City Pilot Project Office, BOR, and South Dakota State University have conducted a 
sagebrush mapping project covering 1.1 million acres within southeast Montana, southwest North 
Dakota, and northwest South Dakota. Much of the project area is located in a large, producing oil and 
gas field currently undergoing intensive “infill” drilling. The project area sagebrush delineation and 
quality assessment is helping the Miles City Pilot Project Office, BOR, and Industry to mitigate oil and 
gas project development impacts on sage-grouse habitat. 
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A.12 Bureau of Indian Affairs 


The BIA is responsible for the administration and 
management of land held in trust by the United States 
for American Indians, Indian tribes, and Alaska Natives. 


As mandated by the Secretary of the Interior, the BLM, 
together with the BIA, is responsible for administering 
oil and gas activities that occur on tribal and Indian 
surface lands and mineral estates. BLM and BIA consult 
with respective tribes and Indians on such actions. 


The Interagency Pilot Project MOU delineates a single 
BLM Pilot Project office (i.e., Farmington) with the 
responsibility of expediting necessary federal oil and gas 
permitting consultation and coordination with the BIA for 
Navajo interests in the Navajo split estate area (Navajo 
surface estate overlaying federal mineral estate). Indian petroglyph located in Utah. 


In addition to Farmington, the Miles City and Vernal Pilot Project offices also manage federal mineral estate 
overlain by tribal or Indian surface estate. 


Facts 


¢ 1 BIA permitting specialist (collocated in Farmington, on hold by BIA). 


* Federal APDs/master plans on BIA/tribal surface estate: 13 (FY05), 4 (FY06), 10 (FY07), and 100 
(FY08)—669 percent increase during Pilot Project. 


Pilot Project Performance 


* Since the inception of the Federal Indian Mineral Office (FIMO) in Farmington, the Farmington Pilot 
Project Office has coordinated federal APD/master plan actions involving tribal and Indian surface 
estate. 


* BlAand the Navajo Resources Committee have granted authority to FIMO to approve Indian surface/ 
federal mineral split estate APD/master plan surface management actions. 


* Pilot Project funding for 1 FTE has been provided to the BIA for a permit coordinator position collocated 
in the Farmington Pilot Project Office. As of the end of FY08, BIA has the position on hold. 


Successes 


* The Vernal Pilot Project Office has worked with BIA to establish an efficient APD/master plan 
consultation process and is now moving to improve sundry and ROW permit processing actions. 


* The Miles City Pilot Project Office, BIA, and local tribes have held meetings on APD processing and 
agency roles and responsibilities. As a result of these meetings, collaboration is continuing to improve 
oil and gas permit processing efficiency. 

- The Buffalo, Rawlins, and Glenwood Springs Pilot Project offices do not have any Indian trust lands 
and thus do not coordinate with the BIA on oil and gas matters. Tribal consultation letters are sent 
to local or regional tribes, in consideration of potential impacts on local sites that may have local or 
regional tribal cultural values. 
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A.13 Minerals Management Service 


Section 35 of the Mineral Leasing Act was amended by Section 365 of the Energy Policy Act of 2005; 
whereby, any federal oil and gas lease rental income in any state (other than Alaska) is to be deposited into the 
Treasury. Of the amounts deposited, the Secretary of the Treasury— 


* Pays 50 percent to the state within the boundaries of which the leased land is located or the deposits 
were derived. 

¢ Deposits 50 percent in a special fund in the Treasury, to be known as the “BLM Permit Processing 
Improvement Fund.” 


For each of the Fiscal Years 2006-2015, the fund is available to the Secretary of the Interior for expenditure 
for the coordination and processing of oil and gas use authorizations for federal onshore lands within the Pilot 
Project offices. 


The Minerals Management Service is responsible for transferring 50 percent of the federal onshore lease 
rental income from the United States Treasury to the BLM Permit Processing Improvement Fund, established 
by Section 365(g) of the Act for the administration of the Pilot Project offices. 


Facts 


¢ Total Treasury Pilot Project Fund Allocation to BLM for Pilot Project Administration: $65,932,000 
— FY06: $20,300,000 
— FY07: $22,927,000 
= FY0829223705.,000 


BLM inspects, witnesses, and certifies the correct performance of Lease Allocation Custody Transfer 
(LACT) meters used to accurately measure sold oil volumes through pipeline transportation systems. 
Skid-mounted LACT meter being transported for field installation. 
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A.14 Environmental Protection Agency 


The EPA is responsible for administering a wide range of environmental laws relevant to 
onshore exploration and production facilities. Responsibilities and authorities include— 


* Clean Air Act (CAA) (Section 309) 
* Clean Water Act (CWA) (Section 403 and 404) 
¢ Safe Water Drinking Act (SWDA), including Underground Injection Control (UIC) 


* Resource Conservation and Recovery Act (RCRA) quality monitoring station. 


The EPA has authorized to administer or has delegated to the states portions of these responsibilities. However, some 
authorities under these Acts cannot be delegated to the states (e.g., CAA Section 309 EIS review responsibilities). 


Pilot Project Performance 


¢ An EPA UIC permit coordination position was collocated in the Farmington Field Office prior to initiation of the 
Pilot Project. This EPA employee can approve emergency actions by the BLM. Collocation of this position has 
greatly improved the day-to-day working efficiency between the BLM and EPA. 


* In 2008, the Vernal Pilot Project Office and EPA Region 8 agreed to establish 3 EPA UIC collocated permitting 
positions. These positions, which have been staffed in 2009, will be used to address the increasing number of UIC 
permit submissions and a resulting EPA permitting backlog. A UIC permitting bottleneck has developed from 
increased oil and gas production and associated produced-water that must be injected for disposal. 


Pilot Project Position Support 
¢ 3 UIC permit writers (in Denver, Colorado). 


Challenges 


¢ Air quality program oversight coordination issues, result from multiple-agency primacies (e.g., 70 percent of the 
Vernal Pilot Project Office’s area is within “Indian Country,” where the State of Utah does not have authority to 
implement the CAA program and where EPA issues CAA permits). 


¢ The majority of the Vernal Pilot Project Office’s oil and gas development occurs within the boundaries of the 
Uintah and Ouray Reservation. The BLM manages the federal mineral estate within the reservation. EPA has not 
delegated or authorized the State of Utah to administer the CWA or CAA programs for these lands. 


¢ Recent monitoring of predictions has indicated exceedance of National Ambient Air Quality Standards (NAAQS) 
in rural areas of the intermountain west where oil and gas activity is under development and/or expansion. For 
the first time, a state has proposed an area of intense energy development as non-attainment under air quality due 
to high levels of ozone exceeding the NAAQS. 


Successes 


* In 2004, a draft RMP air quality study was prepared for the Vernal Pilot Project Office. Vernal has used the 
study to support APD/master plan NEPA analyses. Currently, Vernal’s airshed is being reevaluated, using updated 
information for near- and far-field impacts (including ozone) through an air quality study being prepared for 
RMPs in western Colorado. The oil and gas Industry committed funding for the second air quality study intended 
to serve as a NEPA baseline reference for future oil and gas development projects. 


* The Vernal Pilot Project Office has conducted coordination meetings with EPA Region 8 to streamline the Region’s 
UIC permitting process. UIC permits involving Indian split estate has decreased from 18—24 months to 3 months 
for EPA approval, since the establishing the 3 EPA positions. 
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A.15 State Historic Preservation Offices 


The National Historic Preservation Act (NHPA) authorizes each state to establish a SHPO. Section 106 of 
the NHPA requires all federal agencies to consult with the SHPO when historic properties on federal lands 
have the potential of being adversely affected. Section 106 mandates all federal agencies to locate, inventory, 
and nominate historic properties to the National Historic Register. With this legislative mandate, the BLM 
consults with the SHPO where surface disturbance from oil and gas development adversely impacts cultural 
resources. This has resulted in the BLM and SHPOs developing cooperative agreements that have evolved in 
some states to highly streamlined processes, benefiting the associated Pilot Project offices. 


Pilot Project Position Support 


* The Vernal Pilot Project Office and Utah SHPO have established a collocated archeologist through an 
assistance agreement. 


* BLM Wyoming completed an assistance agreement with the Wyoming SHPO for 3 archeologist 
positions to support increased oil and gas project cultural survey data capture workloads and backlog 
reduction for the Buffalo and Rawlins Pilot Project offices. These positions are under recruitment. 


Successes 


* The Miles City Pilot Project Office has prepared 
a Cultural Landscape Overview (Class I survey) 
document and associated maps to improve the 
efficiency of BLM cultural reviews conducted 
during the APD/master plan process. 


¢ Using Pilot Project funding, the Miles City Pilot 
Project Office, Montana SHPO, University 
of Montana, and the Montana State Library 
are developing a cultural site and survey Archeological data recovery in the Echo Springs Field, Green River 
GIS database to assist in identifying cultural Basin of southwestern Wyoming, BLM Rawlins Pilot Project Office. 
information for surface disturbing permit actions. 

* The Rawlins Pilot Project Office, Wyoming SHPO, Industry, and other stakeholders have collaborated 


to develop a programmatic agreement to address oil and gas development impacts on the interpretive 
setting along the historic Overland Trail. 


¢ The BLM Wyoming and Wyoming SHPO are establishing three archeologist positions to support 
cultural survey and site inventory data capture and automated retrieval for use by BLM, SHPO, and the 
Industry for the Buffalo and Rawlins Pilot Project Office areas. 


¢- A Cultural Resource Management (Project) Tracking System (CRMTracker) has been widely 
implemented by BLM Wyoming and the Wyoming SHPO, fully automating the collection, reporting, 
and transmission of cultural resource project information. CRMTracker was developed with funding 
from the USDOE to reduce information barriers to energy development. 


* The Cultural Resource Information Summary Program (CRISP) software tool has been established 
to allow Industry (and others) to rapidly assess existing cultural sites and surveys for planned project 
areas. CRISP was funded by USDOE. 


* The Glenwood Pilot Project Office developed a cultural GIS database supporting cultural inventory and 
NEPA reviews. Cultural contractors access a secured database for easy data retrieval. 

¢ The Carlsbad Pilot Project Office conducted the Pierce Canyon Project Cultural Block Survey on 10 
square miles near Carlsbad. This large survey identified cultural sites, sites needing protection, and 
further inventories. Under the project MOU, new APDs/master plans in the survey area will no longer 
require cultural surveys, thereby saving considerable time and expense. 
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The States of Montana, Wyoming, Colorado, Utah, and 
New Mexico have DEQs to which EPA has authorized to 
administer or has delegated to the states, portions of CAA, 
CWA, SWDA including UIC, and RCRA responsibilities. 
However, some authorities under these acts cannot be 
delegated to the states (e.g., CAA Section 309 EIS review 
responsibilities). Onshore oil and gas activities and 
facilities must adhere to state DEQ-enforced laws and 
regulations. The BLM Pilot Project offices coordinate and 
collaborate with state DEQs frequently to protect, sustain, 
and improve the environment, while developing oil and 
gas resources on public lands. 


Pilot Project Position Support 


The Miles City Pilot Project Office and the Montana DEQ Pyoming DEG Be ee Gee pects bos 


completed an assistance agreement which established 3 positions: Powder River Basin of northeastern Wyoming. 


¢ 1 DEQ water quality specialist (collocated, in place) 
¢ 1 DEQ air quality specialist (Billings, Montana, in place) 
¢ 1 DEQ NPDES permit writer (Helena, Montana, in place) 


BLM Wyoming and the Wyoming DEQ completed assistance agreements establishing 2 positions: 


¢ 1 DEQ NPDES permit writer, (in Cheyenne, in place) 
¢ 1 DEQ UIC/surface application specialist, (Sheridan, being recruited) 


Successes 


¢ The Montana DEQ has streamlined the NPDES permit approval process and is approving permits in 
a timely manner. A water quality specialist has provided considerable support for APD/master plan 
NEPA and RMP Amendment NEPA actions. An air quality position has been hired, located in Billings, 
Montana. 


* The Wyoming DEQ has reduced the level of pending NDPES permit applications and lowered permit 
approval times from 7 to 4 months for federal oil and gas projects in the Buffalo and Rawlins Pilot 
Project offices. 


* The Buffalo Pilot Project Office, Wyoming DEQ, Wyoming State Engineer’s Office, and Wyoming Oil 
and Gas Conservation Commission developed an interagency CBNG Water Retention Pit Reclamation 
Bonding Program. The program ensures full and complete reclamation of existing CBNG produced- 
water retention pits after the CBNG 1s depleted. 


* The Rawlins Pilot Project Office, Wyoming DEQ, Wyoming Oil and Gas Conservation Commission, 
Wyoming Geological Survey, University of Wyoming, and Industry are completing an inventory 
of naturally occurring methane springs in the Atlantic Rim project area. Public and environmental 
stakeholders have expressed concern about whether these occurrences are a direct result of recently 
initiated CBNG development. 


¢ The Glenwood Spring Pilot Project Office and the Colorado Department of Public Health and 
Environment coordinate on storm water permitting and management actions. This is resulting in higher 
levels of oil and gas operator compliance with new Colorado storm water regulations. 
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A.17 State Game and Fish Departments 


State game and fish agencies are responsible 
for the management, protection, regulation, 
and conservation of the state’s wildlife 
populations. In response to their wildlife 
responsibilities, the BLM coordinates with 
the state wildlife agencies to protect, improve, 
and manage the habitats found on public lands. 
With the potential for oil and gas development 
to adversely impact wildlife habitats, the BLM 
coordinates and cooperates with these agencies 
to reduce or eliminate the impacts on wildlife 
from energy development. 


Pilot Project Position Support 


* The Miles City Pilot Project Office and 
the Montana Fish, Wildlife, and Parks 
Department established a collocated Mule Deer on Grass Mesa, an area undergoing natural gas development 
state biologist position now in place. near Glenwood Springs, Colorado. 

* BLM Wyoming and the Wyoming Game and Fish Department established 2 state biologists—one each 
in Buffalo and Rawlins, now in place. 

* The Glenwood Springs Pilot Project Office and the Colorado Division of Wildlife Resources agreed to 
establish a state biologist position early in the Pilot Project. To date, Glenwood Springs is awaiting the 
state’s decision to proceed with hiring the position. 

* The Vernal Pilot Project Office and Utah Department of Wildlife Resources are determining the need 
for a collocated biologist. 


Facts 


¢ Pilot Project Funded Positions: 3 


— | Montana Fish, Wildlife, and Parks Department 
— 2 Wyoming Game and Fish Department 


¢ Pilot Project Participating Agencies:* 2. 


Montana Fish, Wildlife, and Parks Department * 
— Wyoming Game and Fish Department * 
— Utah Department of Wildlife Resources 
— Colorado Division of Wildlife Resources 
— New Mexico Department of Game and Fish 


* Pilot Project Cooperative Assistance Agreement 
Successes 


* The Miles City Pilot Project Office collocated Montana Fish, Wildlife, and Parks biologist is providing 
state game and fish habitat expertise for— 


— APD/master plan and ROW permitting 
— NEPA analysis within the Miles City Supplemental EIS and RMP 
— Oil and gas lease parcel stipulation reviews. 
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* The Miles City Pilot Project Office and the Montana Fish, Wildlife, and Parks Department have 
completed a sage-grouse habitat mapping project for the Cedar Creek Anticline—an area of significant 
oil and gas activity. The project’s new GIS database will aid in minimizing fragmentation and habitat 
loss. 


* Wyoming Game and Fish Department biologists are assessing effectiveness of BLM wildlife lease 
stipulations and conditions of approval (COA) in the Buffalo and Rawlins Pilot Project Offices. 
Stakeholders have expressed concern about wildlife lease stipulation timing limitations, stipulation 
areas, and overall effectiveness. These studies are intended to ensure effective habitat protection. 


* The Rawlins Pilot Project Office and the Wyoming Game and Fish Department’s Monitoring without 
Borders Program has been expanded to include surrounding energy project areas requiring wildlife 
survey and monitoring coordination. 


* The Vernal Pilot Project Office and the Utah Department of Wildlife Resources are streamlining state 
wildlife consultations on federal APD/master plan and ROW project permits. The Utah Department of 
Wildlife Resources actively participates in Vernal’s interagency NEPA IDT project review process. 


* The Glenwood Springs Pilot Project Office and the Colorado Division of Wildlife Resources have 
developed a more efficient state wildlife consultation process to address Industry wildlife lease 
stipulation exception requests involving federal GAP, APD/master plan, and ROW actions. 


* The Glenwood Springs Pilot Project Office is conducting a year-round winter drilling pilot in a critical 
winter range for deer and elk. Monitoring will determine whether year-round drilling and winter timing 
limitations are effective. 


¢ The Carlsbad Pilot Project Office and New Mexico Department of Game and Fish share habitat data 
within the Restore New Mexico Healthy Lands Initiative. BLM vegetation treatment data is provided to 
New Mexico Department of Game and Fish to assess wildlife relationships for treatment areas. 


State Game and Fish Departments are responsible for a 
variety of wildlife resources with habitat on federal lands. 
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A.18 State Oil and Gas Conservation Commissions 


States have established oil and gas conservation commissions or boards to promote the protection, conservation, 
management, and responsible development of oil, gas, and associated natural resources. 


The BLM extensively coordinates and collaborates with state oil and gas agencies through the execution of 
the Bureau’s federal onshore oil and gas program regulatory role. Interagency coordination occurs during 
well permitting, reservoir management, and I&E workload processes. Collaboration is also occurring for 
information technology (IT) resource and data-sharing, resulting in substantial business benefits for the BLM, 
state agencies, Industry, and others. 


Pilot Project Position Support 


* The Farmington and Carlsbad Pilct Project offices 
and the New Mexico Oil Conservation Division have 
established 2 state field inspector positions located 
within existing New Mexico Oil Conservation Division 
field inspection offices. 


— Aztec, near Farmington 
— Artesia, near Carlsbad. 


* The Glenwood Springs Pilot Project Office and Colorado 
Oil and Gas Conservation Commission agreed to 
establish a state field inspector position early in the Pilot 
Project. To date, the Glenwood is awaiting the state’s 
decision to proceed with hiring the position. 


Deep tight-gas sand natural gas drilling operation in 
western Wyoming. 


Successes 


* New Mexico Oil Conservation Division field inspectors have worked with the Farmington and Carlsbad 
Pilot Project offices to resolve common I&E-related issues, eliminate agency duplication, and facilitate 
cross-training and data sharing. These inspectors support the joint development of a Risk-Based 
Database Management System designed to support well permitting and I&E workloads. 


* The Miles City Pilot Project Office, Montana DEQ, and the Montana Board of Oil and Gas Conservation 
developed an MOU before the Energy Policy Act of 2005. The MOU established a joint environmental 
analysis process for BLM-NEPA with the Montana Environmental Policy Act. The joint process 
established a coordinated and consistent interagency environmental analysis and documentation process, 
benefiting agencies, Industry, the public, and stakeholders. Frequent consultation and coordination 
occur between the BLM, the Montana DEQ, and the Montana Board of Oil and Gas Conservation. 


* The Wyoming Oil and Gas Conservation Commission has developed web-based capabilities for use 
by BLM Wyoming field offices. Buffalo and Rawlins use the Wyoming Oil and Gas Conservation 
Commission website extensively daily for APD/master plan and I&E workloads. The Wyoming Oil and 
Gas Conservation Commission’s GIS website provides BLM lease stipulation map coverage allowing 
Industry to plan its infrastructure in a manner that helps it to avoid resources impacts. 


* Nearly 30 state oil and gas commissions use the RDBMS software maintained by the Ground Water 
Protection Council largely funded by the USDOE. The BLM, Industry and the state oil and gas 
commissions have coordination with the Ground Water Protection Council to collaboratively develop 
an electronic well permit data-exchange standard (e.g., ePermit XML). The electronic well permit data 
exchange standard allows the industry to fully submit well permits to the BLM and state commission, 
thereby saving considerable time, manual effort, and cost for all parties involved within the permitting 
process. 
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A.19 State Universities 


State colleges and universities within the Pilot Project office states provide a wealth of applied research, 
study data, and availability of student employee resources (i.e., Student Career Experience Program [SCEP] 
and Student Temporary Experience Program [STEP]). These institutes provide significant benefits that often 
result in the development and use of best practices for protecting and managing the public land resources. As 
a result, the BLM reaches out to these entities to use the best science available in permitting and developing 


oil and gas resources. 


Facts 


Pilot Project Participating Agencies: 


— University of Montana 

— Montana State Library 

— South Dakota State University 
— University of Wyoming 

— New Mexico State University 
— New Mexico School of Mines 
— Chicago Botanical Gardens 


Sand Dune Lizard (warranted but precluded from the T&E species 


Successes list). Permian Basin of southeastern New Mexico, BLM Carlsbad 


Pilot Project Office. 


The Miles City Pilot Project Office and Montana SHPO are developing a GIS database of cultural site 
and survey data for use by the BLM and other cultural resource specialists. Project partners include the 
Department of Anthropology, University of Montana, and the Montana State Library Natural Resources 
Information System. 

The Miles City Pilot Project Office, BOR, and South Dakota State University are completing a sagebrush 
mapping project for 1.1 million acres within Montana, North Dakota, and South Dakota. The project 
area is in an area undergoing intensive “infill” drilling. 

The University of Montana, College of Forestry and Conservation, completed a study of CBNG 
development on sage-grouse in the Powder River Basin, indicating that sage-grouse avoid developed 
areas. 

The Buffalo Pilot Project Office and the University of Wyoming, Ruckelshaus Institute developed 
a GIS-based website (www.cbmclearinghouse.info) of CBNG and natural resource information for 
permit agent, contractor, operator, and general public needs. 

The Farmington Pilot Project Office and New Mexico State University developed ways to use produced 
water through extensive studies proven to be applicable to the Industry. 

The Carlsbad Pilot Project Office and the New Mexico School of Mines developed a valuable set of 
GIS coverages depicting potash reserves, underground mining operations, oil and gas lease, unitized 
area, communitization agreement, and well locations (enclaves), as well as secretarial order boundaries. 
These GIS products are used daily by Carlsbad to address oil and gas and potash operational conflicts. 
Carlsbad used New Mexico State University SCEP staff to GIS capture historical ROW information 
for the entire state. 


The Chicago Botanical Gardens Internship Program assisted the Carlsbad Pilot Project Office to 
complete sensitive species surveys in oil fields of southeast New Mexico. 

The Rawlins Pilot Project Office and the University of Wyoming funded a 6-month intern surface 
compliance technician. The intern completed 250 surface compliance inspections in FY07 and FY08. 
Mesa State College GIS-digitized Glenwood Springs Pilot Project Office wildlife sites—data that is 
now used extensively in the permitting process. 
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APPENDIX B—SECTION 365 OF THE 


ENERGY POLICY ACT OF 2005 


®One Hundred s2inth Congress 
of the 
Gnited States of America 


AT THE FIRST SESSION 


Begun and held at the City of Washington on Tuesday, 
the fourth day of January, two thousand and five 


An Act 


To ensure jobs for our future with secure, affordable, and reliable energy. 


TITLE III—OIL AND GAS 


Subtitle F—Access to Federal Lands 


SEC. 365. PILOT PROJECT TO IMPROVE FEDERAL PERMIT COORDINATION. 


(a) ESTABLISHMENT.—The Secretary of the Interior (referred to in this section as the “Secretary’’) 
shall establish a Federal Permit Streamlining Pilot Project (referred to in this section as the 
SPiUOUPRrOjeCt.): 


(b) MEMORANDUM OF UNDERSTANDING.— 


(1) INGENERAL.—Not later than 90 days after the date of enactment of this Act, the Secretary shall 
enter into a memorandum of understanding for purposes of this section with— 
(A) the Secretary of Agriculture; 
(B) the Administrator of the Environmental Protection Agency; and 
(C) the Chief of Engineers. 


(2) STATE PARTICIPATION.—The Secretary may request that the Governors of Wyoming, Montana, 
Colorado, Utah, and New Mexico be signatories to the memorandum of understanding. 


(c) DESIGNATION OF QUALIFIED STAFF.— 
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(1) IN GENERAL.—Not later than 30 days after the date of the signing of the memorandum of 
understanding under subsection (b), all Federal signatory parties shall, if appropriate, assign to 
each of the field offices identified in subsection (d) an employee who has expertise in the regulatory 
issues relating to the office in which the employee is employed, including, as applicable, particular 
expertise in— 


(A) the consultations and the preparation of biological opinions under section 7 of the Endangered 
Species Act of 1973 (16 U.S.C. 1536); 


(B) permits under section 404 of Federal Water Pollution Control Act (33 U.S.C. 1344); 
(C) regulatory matters under the Clean Air Act (42 U.S.C. 7401 et seq.); 
(D) planning under the National Forest Management Act of 1976 (16 U.S.C. 472a et seq.); and 


(E) the preparation of analyses under the National Environmental Policy Act of 1969 (42 U.S.C. 
4321 et seq.). 


(2) DUTIES.—Each employee assigned under paragraph (1) shall— 


(A) not later than 90 days after the date of assignment, report to the Bureau of Land Management 
Field Managers in the office to which the employee is assigned; 


(B) be responsible for all issues relating to the jurisdiction of the home office or agency of the 
employee; and 


(C) participate as part of the team of personnel working on proposed energy projects, planning, and 
environmental analyses. 


(d) FIELD OFFICES.—The following Bureau of Land Management Field Offices shall serve as the 
Pilot Project offices: 


(1) Rawlins, Wyoming. 

(2) Buffalo, Wyoming. 

(3) Miles City, Montana. 

(4) Farmington, New Mexico. 

(5) Carlsbad, New Mexico. 

(6) Grand Junction/Glenwood Springs, Colorado. 


(7) Vernal, Utah. 


(e) REPORTS.—Not later than 3 years after the date of enactment of this Act, the Secretary shall 
submit to Congress a report that— 


(1) outlines the results of the Pilot Project to date; and 


(2) makes a recommendation to the President regarding whether the Pilot Project should be implemented 
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throughout the United States. 


(f) ADDITIONAL PERSONNEL.—The Secretary shall assign to each field office identified in 
subsection (d) any additional personnel that are necessary to ensure the effective implementation 
of— 


(1) the Pilot Project; and 


(2) other programs administered by the field offices, including inspection and enforcement relating to 
energy development on Federal land, in accordance with the multiple use mandate of the Federal 
Land Policy and Management Act of 1976 (43 U.S.C. 1701 et seq.). 


(g) PERMIT PROCESSING IMPROVEMENT FUND.—Section 35 of the Mineral Leasing Act 
(30 U.S.C. 191) is amended by adding at the end the following: 


“(c)(1) Notwithstanding the first sentence of subsection (a), any rentals received from leases in any 
State (other than the State of Alaska) on or after the date of enactment of this subsection shall be 
deposited in the Treasury, to be allocated in accordance with paragraph (2). 


“‘(2) Of the amounts deposited in the Treasury under paragraph (1)— 


(A) 50 percent shall be paid by the Secretary of the Treasury to the State within the boundaries of 
which the leased land is located or the deposits were derived; and 


““(B) 50 percent shall be deposited in a special fund in the Treasury, to be known as the ‘BLM 
Permit Processing Improvement Fund’ (referred to in this subsection as the ‘Fund’). 


“(3) For each of fiscal years 2006 through 2015, the Fund shall be available to the Secretary of the 
Interior for expenditure, without further appropriation and without fiscal year limitation, for the 
coordination and processing of oil and gas use authorizations on onshore Federal land under the 
jurisdiction of the Pilot Project offices identified in section 365(d) of the Energy Policy Act of 
200 Sea. 


(h) TRANSFER OF FUNDS.—For the purposes of coordination and processing of oil and gas use 
purp Pp g io 

authorizations on Federal land under the administration of the Pilot Project offices identified 
in subsection (d), the Secretary may authorize the expenditure or transfer of such funds as are 
necessary to— 
(1) the United States Fish and Wildlife Service; 
(2) the Bureau of Indian Affairs; 
(3) the Forest Service; 


(4) the Environmental Protection Agency; 


(5) the Corps of Engineers; and 
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(6) the States of Wyoming, Montana, Colorado, Utah, and New Mexico. 


(i) FEES.—During the period in which the Pilot Project is authorized, the Secretary shall not implement 
a rulemaking that would enable an increase in fees to recover additional costs related to 
processing drilling-related permit applications and use authorizations. 


(j) SAVINGS PROVISION.—Nothing in this section affects— 
(1) the operation of any Federal or State law; or 


(2) any delegation of authority made by the head of a Federal agency whose employees are participating 
in the Pilot Project. 
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APPENDIX C—PILOT PROJECT 


MOU TO IMPROVE FEDERAL 
PERMIT COORDINATION 


MEMORANDUM OF UNDERSTANDING 


IMPLEMENTATION OF SECTION 365 OF THE ENERGY POLICY ACT OF 2005 PILOT 
PROJECT TO IMPROVE FEDERAL PERMIT COORDINATION 


United States Department of the Interior 
And 
United States Department of Agriculture 
And 
United States Environmental Protection Agency 
And 
United States Army Corps of Engineers 


I. Parties and Participating Agencies. 


A. The Parties to this Memorandum of Understanding (MOU) are the United States Department of the Interior 
(DOI), the United States Department of Agriculture (USDA), the United States Environmental Protection 
Agency (EPA), and the United States Department of the Army (DOA). 


B. Participating agencies include: 


1. Within DOI, the Bureau of Land Management (BLM), the U.S. Fish and Wildlife Service (FWS), 
the Bureau of Reclamation (Reclamation), the Bureau of Indian Affairs (BIA), and the Minerals 
Management Service (MMS); 


2. Within USDA, the U.S. Forest Service (USFS); 
3. Within DOA, the U.S. Army Corps of Engineers (USACE); and 
4, The EPA. 


Il. Purpose. 


A. The purpose of this MOU is to establish policies and procedures to implement Section 365 of the Energy 
Policy Act of 2005, Pub. L. 109-58 (hereafter the “Act”). Section 365 establishes a Federal Permit 
Streamlining Pilot Project (“Pilot Project”) with the intent to improve the efficiency of processing oil and 
gas use authorizations on Federal lands. Section 365 specifies that this MOU be signed within 90 days of 
enactment of the Act. 


B. The Act requires that within 30 days after the date of signing of the MOU, all Federal signatory Parties 
shall, if appropriate, assign to each of the Pilot Project BLM Field Offices identified, an employee with 
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expertise in the regulatory issues relating to the office in which the employee is employed. The Act also 
requires that each employee so assigned report to the BLM Field Manager in the assigned Pilot Project Field 
Office not later than 90 days after the date of assignment. The Pilot Project BLM Field Offices are Rawlins 
and Buffalo, Wyoming; Miles City, Montana; Farmington and Carlsbad, New Mexico; Grand Junction/ 
Glenwood Springs, Colorado; and Vernal, Utah. The Act also requires the Secretary of the Interior to assign 
to each Pilot Project Office any additional personnel necessary to ensure the effective implementation of the 
Pilot Project and other related programs administered by the Field Office, including oil and gas inspection 
and enforcement activities related to energy development on Federal lands. 


C. This agreement represents an expression of intent between the Parties to work together to further the 
objectives of Section 365 of the Act with specific emphasis on developing a multi-agency Pilot Project to 
aid in the streamlining and coordinating of Federal permit processing for onshore oil and gas operations on 
Federal lands. 


Hl. Authorities. 


A. The primary authority for this MOU is Section 365(c) of the Energy Policy Act of 2005 (Public Law 109- 
58). That section specifically references: 


1. Consultations and the preparation of biological opinions under section 7 of the Endangered Species Act 
of 1973 (16 U.S.C. § 1536); 


Permits under section 404 of the Federal Water Pollution Control Act (33 U.S.C. § 1344); 
Regulatory matters under the Clean Air Act (42 U.S.C. § 7401 et seq.); 
Planning under the National Forest Management Act of 1976 (16 U.S.C. § 472a et seq.); and 


ee 


Preparation of analyses under the National Environmental Policy Act of 1969 (42 U.S.C. § 4321 et 

seq.). 

B. Section 365(f) of the Act specifies that the Secretary of the Interior shall assign any additional Department 
of the Interior personnel to the Pilot Offices necessary to ensure the effective implementation of the Pilot 
Project and other programs administered by the Pilot Offices, including inspection and enforcement related 


to energy development on Federal lands in accordance with the Federal Land Policy and Management Act 
of 1976 (43 U.S.C. § 1701 et seq.). 


C. Section 365(g) of the Act amends section 35 of the Mineral Leasing Act (30 U.S.C. § 191) to establish the 
Permit Processing Improvement Fund. 


LY: Principles and Goals. 
A. Principles for implementing this MOU include: 


1. The Pilot Project Offices will initially focus on interagency coordination and cooperation in the 
processing of permits required to support oil and gas use authorizations on Federal lands. 


2. The Pilot Project Offices will maintain or enhance high standards of safety and environmental protection 
through an effective oil and gas inspection and enforcement program for operations on Federal lands. 
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10. 


RE 


Process streamlining and increased interagency efficiency, including elimination of duplication between 
Federal and state agencies, will be an important measure of success. 


All participating agencies will seek improved information sharing and use, as well as an improved 
understanding of respective agency roles and responsibilities. 


An important measure of success will be the increased ability to process Applications for Permit to Drill 
(APDs) in a more timely manner. 


A more rapid response to demands for oil and gas production on Federal lands will support the Nation’s 
increased need for energy resources. 


A more consistent approach among BLM Field Offices, and greater certainty in processing time 
requirements, are essential for improved customer service. 


The financial resources made available through Section 365 should be used to enhance the capability 
to process oil and gas use authorizations, not as a replacement for base agency resources and 
responsibilities. 


Interagency coordination mechanisms established through the Pilot Project should allow for adequate 
flexibility to adapt to changing demands and technologies related to oil and gas development. 


Coordination with State agencies with expertise and responsibilities related to oil and gas use 
authorizations are an important component of a successful Pilot Project. 


All permitting actions in the Pilot Offices are expected to promote responsible stewardship of Federal 
subsurface and surface resources. 


B. Goals for implementing this MOU include: 


Li 


yo oe 


Creation of better staff relationships among the participating agencies to improve performance of the 
Pilot Offices; 


Placement of participating agency resources in locations that most effectively promote timely processing 
of APDs and associated agency approvals; 


Focusing of appropriate BLM resources on inspection and enforcement activities; 
Identification of new or improved interagency practices that should be used in other offices; 
Identifying new or improved ways to increase the efficiency of the APD process, 

Testing a variety of process improvement concepts in the Pilot Offices; 


Preparation of a comprehensive Report to Congress that clearly identifies the lessons learned in the 
Pilot Offices; 


Establishment of interagency coordination mechanisms that can adapt to changing demands or 
circumstances; 


Measurement of increases in productivity resulting from additional resources provided through Section 
365 of the Act; and 


. Identification of state agency coordination opportunities that could result in improved processing of oil 


and gas authorizations. 


Vi Roles, Responsibilities and Delegation of Authority. 
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A. Department of the Interior. 


1. The Bureau of Land Management. 


a. 


General regulatory and management responsibilities. The BLM administers more than 261 million 
surface acres of public lands and 700 million acres of subsurface mineral estate (Federal land 
beneath surface lands owned or managed by other Parties, such as the USDA Forest Service, 
National Park Service, and US Fish and Wildlife Service). 


Pilot Project responsibilities. The BLM will administer the Pilot Project. In this capacity, the BLM 

will: 

(1). Provide office space and general administrative support to other participating agency personnel 
assigned to the Pilot Offices; 


(2). Establish oil and gas use authorization priorities to effectively coordinate interagency efforts; 


(3). Coordinate periodic interagency contacts and meetings among the participating agencies to 
assess progress and resolve issues; 


(4). Distribute funds to agencies participating in the Pilot Project; 
(5). Prepare, in cooperation with the participating agencies, the required report to Congress; 


(6). Work closely with the participating agencies to identify efficiencies in processing of oil and gas 
authorizations; 


(7). Evaluate its APD process and work with the other participating agencies to improve its 
efficiency; and 


(8). Oversee the implementation of this MOU to assure that the principles and goals of this MOU 
and the Pilot Project are achieved. 


Delegation of Authority. The BLM Field Office Manager is the Authorized Officer with respect to the 
BLM responsibility for approval of oil and gas use authorizations and inspection and enforcement 
on Federal lands managed by BLM. 


Anticipated Resource Needs. BLM will provide_ additional staff expertise as necessary to meet 
the specific needs of the individual Pilot Offices in satisfying the requirements of the Act. Such 
expertise may include a wide variety of physical, biological and technical support positions 
added as contract, temporary, term, or permanent positions, plus resources provided by the other 
participating agencies. 


2. The Fish and Wildlife Service. 


a. 


General regulatory and management responsibilities. FWS is responsible for assisting other Federal 
agencies and the public in the conservation, protection, and enhancement of fish, wildlife, plants, 
and their habitats. A myriad of Federal statutes, executive orders, regulations and policies have 
been enacted to ensure that environmental conservation is given full weight during project planning 
and implementation, including: the Fish and Wildlife Act of 1956 (16 U.S.C. §§ 742a - 742)), Fish 
and Wildlife Coordination Act (FWCA; 16 U.S.C. § 661 et seq.), Clean Water Act (33 U.S.C. 
§ 1251 et seq.), Migratory Bird Treaty Act (16 U.S.C. §§ 703 - 712), and the Bald and Golden 
Eagle Protection Act (16 U.S.C. §668). In particular, Section 7 of the Endangered Species Act of 
1973, as amended (ESA; 16 U.S.C. §§ 1531 et seq.), requires that Federal agencies ensure that the 
actions they authorize, fund, or carry out are not likely to jeopardize the continued existence of 
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listed species or destroy or adversely modify their designated critical habitat. Federal regulatory 
agencies identified by Section 365 of the Act are required to consult with the FWS on projects 
potentially affecting any of these resources. Further, the Migratory Bird Treaty Act (MBTA; 16 
U.S.C. §§ 703-712), prohibits the taking, killing, possession, and transportation of migratory birds, 
their eggs, parts and nests, except when specifically authorized by the Secretary of the Interior. The 
FWS consults on projects potentially affecting freshwater or marine resources and water quality. 
In accordance with Section 404(b)(1) of the Clean Water Act, the FWS provides advisory review 
for wetland protection. The FWS also has jurisdiction by law for specific permitting actions and 
by special expertise for other actions pursuant to the National Environmental Policy Act. Through 
these efforts, the FWS seeks to ensure that impacts to fish and wildlife resources are adequately 
described and that mitigation needs are met. 


Pilot Project responsibilities. The FWS will: 
(1). Assign appropriate FWS staff to assist and support the BLM Pilot Offices, as appropriate; 


(2). Work in an integrated manner with the appropriate BLM Field Office to expedite necessary 
consultation and coordination procedures, including those required pursuant to Section 7 of the 
Endangered Species Act; 


(3). Work closely with the participating agencies to identify efficiencies in processing oil and gas 
authorizations; 


(4). Assist BLM as needed in other components of the oil and gas management program on Federal 
lands, including ESA section 7 monitoring; 


(5). Coordinate its requisite reviews and integrate its decision making processes with the various 
BLM processes, including land use planning (including development or revision of Resource 
Management Plans), oil and gas leasing, and issuance of drilling permits. This integration will 
facilitate the development of new processes and procedures that will help to reduce uncertainty 
at the APD stage, resulting in substantially streamlined final reviews; and 


(6) Expedite its review of APDs, while concurrently engaging with BLM as a member of its land 
use planning team. 


Delegation of Authority. 
(1). All FWS Pilot Program staff will be under the direct supervision of the FWS. 
(2). This MOU will not affect signature authority within the FWS. 


(3). The FWS staff located within BLM Pilot Project Field Offices, or pilot program staff located 
within the FWS Field Office, will have the authority and responsibility to: 


(a). Identify issues and needed information regarding oil and gas use authorizations; 
(b). Identify and implement process streamlining techniques; and 


(c). Review and coordinate applicable BLM efforts as they may affect FWS authorities and 
responsibilities. 


Anticipated Resource Needs. 


(1). The FWS will provide necessary staff resources to the BLM at the Pilot Project Offices. This 
includes FWS expertise regarding wetland consultation, migratory birds and raptors, NEPA, 
environmental contaminants, and ESA. All of these staffing obligations will not necessarily 
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require any one individual but rather may require several individuals. 


(2). The FWS will provide approximately 10 full time equivalent employees (FTEs) to fulfill initial 
obligations under the Pilot Project. This figure may change as actual workload and capability 
needs are more clearly identified for each Pilot Office. 


3. The Bureau of Indian Affairs. 


a. General regulatory and management responsibilities. BIA is responsible for the administration 
and management of 56 million acres of land held in trust by the United States for American 
Indians, Indian tribes, and Alaska Natives. There are 562 Federal recognized tribal governments 
in the United States. Developing forestlands, leasing assets on these lands, directing agricultural 
programs, protecting water and land rights, developing and maintaining infrastructure and economic 
development are all part of the agency’s responsibility. 


b. Pilot Project responsibilities. The BIA will: 
(1). Assign appropriate BIA staff to the BLM Farmington Field Office; 


(2). Work in an integrated manner with the appropriate BLM Field Office to expedite the necessary 
consultation and coordination with Navajo interests in the checkerboard landownership area; 


(3). Work closely with the participating agencies to identify efficiencies in processing oil and gas 
authorizations; and 


(4). Assist BLM, as requested, in other components of the oil and gas management program on 
Federal lands or subsurface mineral estate. 


c. Delegation of Authority. Authority to act on oil and gas use authorization issues will be delegated 
to the lowest appropriate level. 


d. Anticipated Resource Needs. BIA will provide one position to BLM for carrying out its Pilot Project 
responsibilities. That person will be referred to as the Navajo Permit Coordinator. The Navajo 
Permit Coordinator will be a BIA employee whose function is to coordinate with the Navajo Tribe, 
Eastern Navajo Chapters, and Navajo families living in the checkerboard landownership area. 


4. The Minerals Management Service. 


a. General regulatory and management responsibilities. The MMS Minerals Revenue Management 
(MRM) Division collects, accounts for and distributes revenues associated with mineral production 
from leased Federal and Indian lands. 


b. Pilot Project responsibilities. The MRM will be responsible for transferring 50 percent of the 
onshore oil and gas rental income from the United States Treasury to the “BLM Permit Processing 
Improvement Fund”, established by Section 365(g) of the Act, for the administration of the Pilot 
Project Offices. 


c. Delegation of Authority. Authority to act on oil and gas related management actions under the Pilot 
Project will be delegated as MMS determines to be appropriate. 


d. Anticipated Resource Needs. No additional resource needs, beyond those already in place for 
revenue management, have been identified at this time. 


5. The Bureau of Reclamation. 


a. General regulatory and management responsibilities. Reclamation is responsible for administering 
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Federal water projects in 17 Western states. Reclamation is the largest wholesaler of water in the 
country bringing water to more than 31 million people and providing one out of five Western 
farmers (140,000) with irrigation water for 10 million acres of farmland. Reclamation is also the 
second largest producer of ‘hydroelectric power in the western United States. Through an existing 
national interagency agreement, dated March 25, 1983, the BLM Carlsbad and Farmington Field 
Offices lease and approve APDs on Reclamation lands. 


Pilot Project responsibilities. Reclamation will: 


(1). Assign appropriate Reclamation staff to support both the BLM Carlsbad and Farmington Field 
Offices; 


(2). Work in an integrated manner with the appropriate BLM Field Office to expedite the necessary 
consultation and coordination with Reclamation responsibilities; and 


(3). Work closely with the participating agencies to identify efficiencies in processing oil and gas 
authorizations. 


Delegation of Authority. Authority to act on oil and gas related management actions will be delegated 
to the lowest appropriate level. 


Anticipated Resource Needs. Reclamation will provide BLM with one Reclamation staff position 
to facilitate and expedite cooperative planning, compliance with any requirements that must be met 
in order for Reclamation lands to be leased, and the processing of APDs. This position would be a 
shared position between the Carlsbad Field Office and the Farmington Field Office. 


B. Department of the Army. 


1. The U.S. Army Corps of Engineers. 


a. 


August 28, 2009 


General regulatory and management responsibilities. The USACE is responsible for administering 
laws for the protection and preservation of waters of the U.S., pursuant to the requirements of section 
10 of the Rivers and Harbors Act (RHA) of 1899, section 404 of the Clean Water Act (CWA) of 1972, 
and section 103 of the Marine Protection, Research, and Sanctuaries Act (MPRSA) of 1972. Under 
the RHA, the USACE may authorize work and or structures in or affecting the course, condition, 
location, or capacity of navigable waters of the U.S. Under the CWA, the USACE may authorize 
the discharge of dredged or fill material into waters of the U.S., using the least environmentally 
damaging practicable alternative. 


Pilot Project responsibilities. The USACE will: 


(1). Expedite environmental permits in accordance with the purpose, terms, and conditions of this 
MOU; 


(2). Consult with the BLM regarding an adjustment of priorities under this MOU or establishment of 
relative priorities under this MOU if the current and/or projected workload of priority projects 
and activities exceeds the USACE ability to provide the services specified in this MOU; 


(3). Work in an integrated manner with the appropriate BLM Field Office to expedite the necessary 
consultation and coordination with USACE responsibilities; 


(4). Work closely with the participating agencies to identify efficiencies in processing oil and gas 
authorizations; 


(5). Assist BLM, as requested, in other components of the oil and gas management program; and 
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(6). Provide the BLM an annual summary report of progress made under this MOU. This report 
will describe achievements, including any improvements the USACE has documented in 
coordinating and improving the efficiency of environmental reviews and will summarize 
expenditures to date. The report also will identify any recommendations for improving 
consultation and coordination among the Parties to this MOU. 


Delegation of Authority. The District Engineer or his or her designee is the final decision maker for 
USACE actions related to oil and gas use authorizations on Federal lands. If the USACE project 
manager rendering final action on a permit application occupies a position funded under section 
365(g) of the Act, the final decision maker will be at least the supervisor of that person. 


Anticipated Resource Needs. Given existing and projected workloads, no single BLM Pilot Field 
Office requires a full time USACE position to ensure that the processing of necessary permits 
under Section 404 of the Clean Water Act are given high priority over other USACE workloads. 
The USACE will, if necessary, provide additional staff resources to affected USACE State Offices 
to satisfy its responsibilities under section 365 of the Act. 


C. Department of Agriculture. 


1. The U.S. Forest Service. 


a. 


General regulatory and management responsibilities. The USFS is responsible for the surface 
management of 192 million acres of National Forest System (NFS) Lands. The Mineral Leasing 
Act of 1920 as amended and the Mineral Leasing Act for Acquired Lands define the role of the 
Forest Service in the management of leasable energy resources, including oil and gas. The Forest 
Service cooperates with the BLM to ensure that management goals and objectives for oil and gas 
exploration and development activities are achieved, that operations are conducted to minimize 
effects on surface resources, and that the land affected by operations is rehabilitated. The BLM 
issues and administers oil and gas leases on NFS lands only after the Forest Service has made a 
leasing availability decision and taken the action necessary for the BLM to offer available lands 
for lease. Once a Federal lease on NFS lands is issued, the Forest Service has full responsibility 
and authority to approve and regulate all surface-disturbing activities associated with oil and gas 
exploration and development through analysis and approval of the Surface Use Plan of Operations 
(SUPO), a component of an APD. 


(1) Assign to each Pilot Office that includes NFS lands an employee to work in partnership 
with the BLM. This employee will have responsibility to facilitate the timely processing, 
implementation, and inspection of oil and gas-related permits on NFS lands. Duties of this 
employee will include: 


(a). Providing a communication link between the BLM Pilot Office and the local Forest Service 
Office; 


(b). Assisting in determining skills and personnel the USFS must provide to ensure efficient and 
timely processing of requests for leases, Surface Use Plans of Operations, and associated 
project proposals; 


(c). Serving as project manager for proposed oil and gas projects on NFS lands, including 
leasing analyses, APDs, pipelines, roads and other projects required for the development 
of oil and gas resources; 
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(d). Assisting in coordinating and conducting field reviews of proposed oil and gas projects on 
NFS lands, including onsite reviews; 


(e). Ensuring that oil and gas-related permit applications on NFS lands are processed in 
compliance with the requirements of Sec. 366 of the Energy Policy Act of 2005 and BLM’s 
Onshore Order No. 1; and 


(f). Ensuring that inspections of all oil and gas drilling and producing operations on NFS 
lands are carried out yearly and that remedial actions are taken when operations are not in 
compliance with surface use plans, applicable Land and Resource Management Plans, and/ 
or statutory and regulatory requirements. 


(2) Develop an action plan within four months of the establishment of the Pilot Offices. The action 
plan will: 


(a). Identify internal process challenges and propose process efficiencies; and 


(b). Establish USFS procedures for conducting permitting and administration of oil and gas 
operations on NFS lands covered by the Pilot Offices. 


(3) Within six months of the establishment of the Pilot Offices, review pending projects (APD 
backlog) on NFS lands covered by the Pilot Project and designate timeframes and checkpoints 
for progress on active projects and identify those that are inactive and can be removed from 
consideration. 


(4) Twice yearly the Pilot Project Liaison will report to the Forest Supervisor and BLM Field 
Manager successes and challenges associated with the Pilot Project and make recommendations 
to improve efficiencies and cut timeframes for processing APDs on NFS lands. The report will 
also include an estimate of pending lease applications and APDs, and progress on inspection 
and enforcement of operations on NFS lands. 


Delegation of Authority. Signatory authority for approval of actions related to oil and gas on NFS 
lands is identified in Forest Service Manual 2820. 


Anticipated Resource Needs. The USFS anticipates the initial resource assignment to be four 
positions. This may change as experience is gained in the Pilot Offices. The Forest Service will also 
provide other personnel, as necessary, to individual Pilot Offices. Other personnel include those 
with specific expertise necessary to meet the intent of the Act, such as planning/NEPA, archeology, 
wildlife, and inspection and enforcement. 


D. Environmental Protection Agency. 


1. General regulatory responsibilities. The EPA is responsible for administering a wide range of 
environmental laws. EPA responsibilities relevant to the oil and gas development permitting process 
include, but are not limited to, commenting on an EIS under section 309 of the Clean Air Act (CAA), the 
authority to participate in the section 404 Clean Water Act (CWA) permit process, and the authority to 
issue, and/or review state- and tribe- issued, permits for activities that involve discharges of pollutants 
subject to the requirements of the National Pollutant Discharge Elimination System or the CAA. 


2. Pilot Project responsibilities. The EPA will: 


a. 
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Work in an integrated manner with the appropriate BLM Field Office to expedite the necessary 
consultation and coordination related to EPA responsibilities; 
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b. Work closely with the participating agencies to identify efficiencies in processing oil and gas 
authorizations; 


c. Assist BLM, as requested, in other components of the oil and gas management program; 


d. Continue general coordination and consultation with BLM on oil and gas activities on Federal 
lands; and 


e. Conduct annual coordination reviews with BLM to analyze changing workloads and processes 
to determine if review or process changes are appropriate to achieve greater efficiency in the 
processing of oil and gas use authorizations. 


3. Delegation of Authority. Authority to act on areas of EPA responsibility related to oil and gas development 
on Federal lands will be delegated to the lowest appropriate level. 


4. Anticipated Resource Needs. Assignment of specific personnel to the BLM Pilot Offices does not 
appear necessary at this time because a significant portion of EPA’s responsibilities related to the Clean 
Water Act and the Clean Air Act have been authorized to be administered by the respective states. 


VI. | Measures of Success or Change for the Pilot Program. 
A. Success Measures. Measures of success for the Pilot Program include: 


1. The streamlining of and increased interagency efficiency in processing APDs and associated agency 
approvals, including elimination of duplication between Federal and state agencies; 


2. The increased ability to more timely process and issue APDs that will withstand administrative and 
judicial challenge; and 


3. Maintenance or enhancement of high standards of safety and environmental protection through an 
effective oil and gas inspection and enforcement program. 


B. Data for Measuring Success. In each Pilot Project Office, the following, at a minimum, will be tracked and 
measured: 


1. The total number of APDs received, processed, and approved; 


2. The elapsed time from receipt to approval, including the time required for major APD steps or 
components; 


3. Inspections completed and the time and resources needed for each inspection; 


4. The number and percentage of leases found to be in substantial compliance with applicable standards; 
and 


5. Process efficiencies identified and implemented and approximations of time and resources saved by 
such efficiencies. 


C. The information identified in the preceding paragraph will be collected for three years after enactment of 
the Act and will be compared to the same parameters in each Field Office for the previous three years. 


VII. | Principal Contacts. 


A. U.S. Forest Service. 
Director, Minerals and Geology Management 
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1400 Independence Ave., SW 
Washington, DC 20250 


B. Department of Interior. 


If 


Bureau of Land Management. 

Assistant Director, Minerals, Realty, and Resource Protection U.S. 
Department of the Interior 

1849 C Street, NW 

Washington, DC 20240 


U.S. Fish & Wildlife Service. 

Assistant Director, Fisheries and Habitat Conservation 
U.S. Department of the Interior 

1849 C Street, NW 

Washington, DC 20240 


Bureau of Reclamation. 

Deputy Commissioner for Operations 
U.S. Department of the Interior 

1849 C Street, NW 

Washington, DC 20240 


Bureau of Indian Affairs 
Regional Director, Navajo Regional Office 
Gallup, New Mexico, 87305 


Minerals Management Service. 

Associate Director, Minerals Revenue Management 
U.S. Department of the Interior 

1849 C Street, NW 

Washington, DC 20240 


C. Environmental Protection Agency 
Director, Office of Federal Activities 
1200 Pennsylvania Avenue, NW 
Washington, DC 20460 


D. U.S. Army Corps of Engineers. 
Headquarters 
Chief, Regulatory Programs 
441 G Street, NW 
Washington, DC 20314 


VII. Funding 


A. Section 365(g) of the Energy Policy Act of 2005 amends Section 35 of the Mineral Leasing Act (30 U.S.C. 
191) by authorizing funding to “...the Secretary of the Interior for expenditure, without further appropriation 
and without fiscal year limitation, for the coordination and processing of oil and gas use authorizations on 
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onshore Federal land under the jurisdiction of the Pilot Project offices...” 


B. Section 365(h) of the Energy Policy Act of 2005 authorizes the Secretary of the Interior to expend or 
transfer funds as necessary to the identified agencies participating in the Pilot Project. 


C. The details of the levels of support to be furnished to the FWS, BIA, Reclamation, USACE, Forest Service, 
and EPA by the BLM with respect to funding and personnel will be developed in specific Interagency 
Agreements, contingent on the availability of funding. 


Report to Congress. No later than 3 years after the date of enactment of the Act, the Secretary of 
Interior is required by Section 365(e) of the Act to submit to Congress a report that: 


A. Outlines the results of the Pilot Project to date, and 


B. Makes a recommendation to the President regarding whether the Pilot Project should be implemented 
throughout the United States. 


Duration. The Act mandates the establishment of a Fund for the seven Pilot Project Offices’ 
expenditures through fiscal year 2015. Expansion of the Pilot Project is dependent upon the 
report to Congress required by Section 365(e) of the Act and the Secretary of the Interior’s 
recommendation and the President’s subsequent action on the recommendation. 


Modification. If the Parties decide to change the scope of the Pilot Project, this MOU will be 
revisited and modified as necessary. All Parties potentially affected by a modification must sign 
the modification for it to be effective. 


Meetings. The participating agencies plan to meet on a bi-annual basis to discuss the progress and 
lessons learned associated with the Pilot Project. Additional coordination meetings or conference 
calls may be held as needed. 


Dispute Resolution. If a dispute arises under this MOU that is not resolved informally between 
or among the Parties, then any Party may pursue the following dispute resolution procedure: 


A. The Party that seeks resolution will provide a written statement of its dispute, along with any rationale or 
supporting documents, to the other interested Parties. The Parties will engage in discussions in an attempt 
to arrive at a consensus and resolve the dispute. 


B. If no resolution is reached within thirty (30) calendar days of receipt of the statement of dispute, then 
the dispute may be elevated to the Parties’ respective headquarters-level officials, or their designees. The 
headquarters-level officials for the Parties will engage in discussions in an attempt to arrive at a consensus. 
If consensus is not achieved by the headquarters-level officials within thirty (30) calendar days of their 
receipt of the statement of dispute, the Parties will promptly elevate the matter to the principal policy 
makers for the respective Parties, who will resolve the matter. 


C. The time limits in the preceding paragraph may be extended on the mutual agreement of the Parties to the 
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dispute. 


XIV.| Supplemental Agreements. Subsequent to the signing of this MOU, additional Federal or state 
interagency agreements may be required for the purposes of outlining more specific interagency 
relationships or for transferring funds from the BLM to such state or Federal agencies. 


XV. | No Private Right of Action and Limited Applicability. This MOU is not intended to, and does 
not, create any right, benefit, or trust responsibility, substantive or procedural, enforceable at 
law or equity, by a person against the United States, its agencies, its officers, or any person. This 
MOU does not direct or apply to any person outside of the signatory Parties. 


ACCORDINGLY, the Parties have signed this Memorandum of Understanding on the dates set forth below, to 
be effective for all purposes as of the date last signed. The signatures may be executed using counterpart 
original documents. 


OCT 24 2005 
DATE 
OCT 19 2005 
SECRETARY OF AGRICULTURE DATE 
“OT 18 206 
ADMINISTRATOR, ENVIRONMENTAL PROTECTION AGENCY DATE 
OCT 19 2005 
A€SISTANT SECRETARY OF THE ARMY FOR CIVIL WORKS DATE 
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APPENDIX D—PILOT PROJECT BUSINESS 
PROCESSES 
AND PROCEDURES 


Well Permitting, Rights-of-Way, and Inspection/Compliance Processes 


The following flowchart shows the application for permit to drill (APD)/master plan, Sundry Notice, and 
Inspection and Enforcement (I&E) processes. The chart summarizes the steps in the authorization of oil and gas 
activities, starting with an overview of the Bureau of Land Management (BLM)/U.S. Forest Service (USFS) 
land use planning and ending with an explanation of the reclamation of lands associated with abandoned oil 
and gas facilities. The sections below briefly describe the steps presented in the flowchart. 


Land Use Planning 


A land use plan identifies where and under what future conditions oil and gas leasing and any subsequent 
development will be permitted (open or closed to oil and gas leasing).The plan also identifies what constraints 
will be applied to oil and gas activities as lease stipulations and is designed to be consistent with the goals and 
objectives for natural resources within the field office. When applying leasing restrictions, the least restrictive 
constraint should be used to meet the resource protection objective. The types of constraints are either major 
(no surface occupancy) or minor (seasonal restrictions or controlled surface use restrictions). 


Leasing 


The decision to lease federal oil and gas is a discretionary action. Public lands are available for oil and gas 
leasing after they have been evaluated through the BLM’s multiple use planning process. Subject to any 
stipulations, the leases are issued on the condition that the lessee must obtain BLM approval before conducting 
any surface disturbing activities. This approval is obtained during the APD/master plan process. The lease 
grants the “exclusive right to drill for, mine, extract, remove, and dispose of all the oil and gas (except helium) 
in the lands described. ..together with the right to build and maintain necessary improvements....” 


Applications for Permit to Drill 


Onshore Oil and Gas Order No. 1 (revised May 17, 2007) describes the procedure for filing an APD/master 
plan. Regulations require the operator to initiate an APD/master plan at least 30 days prior to commencement 
of operations to provide for public posting of the proposal. The operator is required to file the complete 
APD/master plan package for operations of each well, including those on National Forest (NF) lands, with 
the appropriate BLM office. Drilling operations and surface disturbance must not take place prior to the 
authorized officer’s approval of the permit. 


When the APD/master plan has been received by the BLM, it follows a specific process of reviews, in 
consultation with an involved surface management agency, to determine whether the APD/master plan is 
complete. Before the APD/master plan is determined to be complete, it must contain a drilling plan, a Surface 
Use Plan, evidence of a bond, and other information as required by Onshore Order No. 1.Section 366 of 
the Act requires the Secretary of the Interior to notify the applicant within 10 days after receiving the APD/ 
master plan whether the application is complete and to specify any missing information. This section of the 
Act also requires the Secretary to issue a permit no later than 30 days after receiving a complete application 
of compliance with the National Environmental Policy Act (NEPA) has been finalized. 
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Figure D-1. Oil and Gas Development Process 
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for oil and gas leasing. 
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LEASING: 
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Public Review and Protest 
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Application for Permit to Drill 
Applicant submits documentation to 


BLM officials. 
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APD/Master Plan Review: 
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notified of completeness within 10 days. Concurrent 
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Concurrent Surface | 
Management 
Agency Review: 
Individual surface 
agencies (USFS, BIA, 
BOR, and others as 
required) make recom- | 
mendations to BLM for 


Geological Review 

Engineering Review 

Hydro-geological review 

NEPA Analysis—May Offer Public Comment 
Archeological Review 
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| Special Requests: 
| Operator may re- 
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Production Facility Review as a od 2 eee 
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Development of Lease: 


e Construction procedures must comply with ap- 
proved surface use plan of operations. Excava- 
tion, roads, rig installation, pipelines, and other 
necessary infrastructure are developed. 

Drilling Operations: 

@ Operator begins drilling (spud) well-—additional 
approval may be required for certain well modifi- 
cations. 

Production Operations: 


@ Operator must notify BLM officer by Sundry 
Notice when well begins or resumes production. | 

Abandonment Operations: 

e BLM must approve final abandonment opera- 
tions. Wells are plugged and surface is re- 

claimed with monitoring by BLM. 


Interim and 
Final Recla- 
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Sets a course 

of action for 
eventual resto- | 
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ecosystem. 


5 1&Eand Monitoring 


Lease Termination: Lease success- 
fully reclaimed and terminated. 


D-2 Energy Policy Act of 2005—Section 365 Pilot Project August 28, 2009 


Year Three Report 


NEPA 


Upon receipt of a complete APD or master drilling plan, the BLM, the surface management agency, or 
the agency’s or operator’s environmental contractor conducts an environmental analysis and prepares an 
environmental document in conformance with the requirements of NEPA and the regulations of the Council 
on Environmental Quality. Regardless of which entity prepares the environmental analysis document, the 
BLM must concur with the content prior to issuing a decision document. In cases where the environmental 
analysis is conducted jointly with the BLM, all involved agencies issue separate decisions. The extent of 
the environmental analysis process and time frame for decision issuance depends on the complexity of the 
proposed action and resulting analysis and the significance of the environmental effects disclosed. 


Provisions of Section 390 of the Act established statutory categorical exclusions (CX) for five specific 
categories of oil and gas exploration and development on federal oil and gas leases. The CX is applied unless 
the activity does not meet the standard prescribed in the law to qualify for the exclusion. 


Archeological Review 


The archeological review is an evaluation of the historical and cultural significance of properties in advance 
of well permit surface disturbance activities. Archeologists or cultural specialists review each proposed APD/ 
master plan area to ensure compliance with Section 106 of the National Historic Preservation Act of 1966. Six 
of the seven Pilot Project offices have established consultation protocols with their respective State Historic 
Preservation Offices (SHPO).SHPO protocols delegate authority to BLM cultural specialists to determine the 
eligibility of a site. If the site is determined ineligible, then consultation with the SHPO is not required. If the 
site is determined eligible, then BLM cultural specialists are required to consult with the SHPO and obtain a 
determination. The SHPO protocols have improved the efficiency of the Section 106 consultations and have 
been critical in streamlining the cultural review process. 


Wildlife Review 


A wildlife review assesses the impact of proposed oil and gas surface disturbance activities on wildlife habitat, 
vegetation, and land cover by conducting onsite wildlife surveys or reviews of contract wildlife survey 
information submitted by the project proponent. Under provisions of Section 7(a)(2) of the Endangered Species 
Act (ESA), a federal agency that permits, licenses, funds, or otherwise authorizes activities must consult with 
the U.S. Fish and Wildlife Service (USFWS) to ensure that its actions will not jeopardize the continued 
existence of any listed species. If listed species are present, the federal agency must determine whether the 
action may affect the species. A “may affect” determination includes those actions that are not likely to 
adversely affect as well as those likely to adversely affect listed species. If the federal agency determines that 
the action is not likely to adversely affect listed species, and the USFWS agrees with that determination, the 
USFWS concurs in writing and no further consultation is required. If the federal agency determines that the 
action is likely to adversely affect listed species, then it must request initiation of formal consultation. Once 
formal consultation begins, the USFWS prepares a biological opinion. The biological opinion is the document 
that states the opinion of the USFWS regarding whether or not the federal action is likely to jeopardize the 
continued existence of listed species or result in the destruction or adverse modification of critical habitat. 


Surface Compliance Review 


The surface compliance staff is responsible for drafting and reviewing discipline-specific sections of the APD/ 
master plan and associated NEPA documents, participates in the onsite visits to proposed well pad locations, 
and is responsible for surface compliance inspection and monitoring before, during, and after construction 
and reclamation activities. 
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Realty Review 


The realty staff approves right-of-way (ROW) grants for oil and gas related facilities located off lease, third- 
party pipelines, power lines, and telephone lines either on- or off-lease, and all off-lease roads across public 
lands. Realty staff members are also responsible for ensuring compliance with the ROW grant terms and 
conditions. 


Downhole Review 


The downhole technical plan submitted by the applicant is reviewed to ensure operations are designed to 
protect mineral bearing formations and protect usable water from commingling with brackish water or 
hydrocarbons. Drilling procedures and equipment will be considered by the BLM in reviewing the drilling 
permit. Necessary safety plans will be required. 


Inspection and Enforcement 


Leaseholds that are producing or are expected to produce significant quantities of oil or gas in any year, or have 
a history of noncompliance, will be inspected by the BLM at least once a year. Other factors, such as health 
and safety, environmental concerns, and potential conflict with other resources, also determine inspection 
priority. Inspections of leasehold operations are made to ensure compliance with applicable laws, regulations, 
lease terms, the APD/master plan and its conditions of approval (COA), Onshore Oil and Gas Orders, Notices 
to Lessees, and other written orders of the authorized officer. Inspection priorities are driven and managed by 
an annual I&E Strategy established by the BLM Washington Office’s Inspection Strategy policy. 


Drilling 


Drilling operations occur after the APD/master plan has been approved by the BLM. Drilling is generally 
preceded by the construction of roads, access ways, well sites, and pipelines. The construction of these facilities 
is monitored and inspected by the surface compliance and I&E staff. Prior to spudding in the well, or starting 
drilling operations, the operator notifies the BLM so that member(s) of the inspection staff can be present. 
Throughout the drilling operations, BLM staff members inspect the site and operations to ensure compliance 
with applicable laws, regulations, lease terms, the APD/master plan, APD/master plan COAs, Onshore Oil 
and Gas Orders, Notices to Lessees, and orders and instructions. Compliance includes, but is not limited 
to, conducting operations in a manner that ensures protection of surface and subsurface natural resources, 
environmental quality, life, and property. The primary objective is to maximize the ultimate recovery of oil 
and gas with minimum waste and with minimum adverse effect on other mineral and natural resources, and 
environmental quality. 


Production 


Once a well goes into production, inspections are conducted on operations to ensure oil and gas is properly 
handled, measured, and reported for royalty purposes. Production inspections also include verification of 
site security and environmental protection. Based on the mandates under the Federal Oil and Gas Royalty 
Management Act, priorities on verification of production accountability are critical to these inspections. 
Both oil and gas inspectors and the production accounting technicians closely coordinate with the Minerals 
Management Service (MMS) and state agencies to determine the accuracy of production reporting. 
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Abandonment 


Every well is eventually plugged and abandoned, either when oil or gas is not encountered in paying quantities 
or after a producing well is no longer capable of producing oil or gas in paying quantities. Inspections are 
conducted on abandonment operations to ensure operations are conducted in a manner that protects the surface 
and subsurface natural resources, environmental quality, life, and property. 


Upon the removal of drilling or producing equipment, the site is reclaimed. The objective of reclamation is 
initially to provide site stability and basic productivity and ultimately to restore the character of the land and 
water to its pre-disturbance condition. The operator is responsible for completing all reclamation activities 
necessary to achieve these goals. Final reclamation will not be approved by the BLM until successful 
reclamation of the site has been established. 
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APPENDIX E—REPORT PREPARERS 


TABLE E-1. REPORT PREPARERS 


Responsibility 


Deputy Chief, Division of Fluid Minerals 
Petroleum Engineer, Division of Fluid Minerals 
i 


-BLM-Washington Office 


Fred Conrath Program Manager, Glenwood Springs Energy Project Office 


Steve Bennett Associate Field Manager, Glenwood Springs Energy Project Office 


Jerry Kenczka Assistant Field Manager, Vernal Pilot Project Office 


Dave Mankiewicz Associate Field Manager, Farmington Pilot Project Office 
Maureen Joe Pilot Project Manager, Farmington Pilot Project Office 


Jim Stovall Field Manager, Carlsbad Pilot Project Office 


Cathleen Queen Pilot Project Manager, Carlsbad Pilot Project Office 
-BLM-Pilot Project States 


Tony Herrell Deputy State Director, Division of Lands and Minerals, New Mexico State Office 
Lee eo 
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| Responsibility 


Paul Johnson Agency Energy Coordinator, Washington Office Minerals and Geology Management 


USACE 
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